Saga of Security 



Saga of 
Security 

Story of Indian Life Insurance 



fife Jnsurcmce Corporation of Jndta 


Compiled and Written b\ 

S R BHAVE 

Editors 

G S PRIOLKAR 
V SUNDARAR AJ AN 
H K NIGAM 

Design and Illustrations 
LIC ART DEPARTMENT 

Published by 

V V PATKT 
Public Relations Officer 
Life Insurance Coiporation of India 
Central Office, ‘Yogakshema 5 
Jeevan Bima Marg 
Bombay-20 


Printed by 
Arun K Mehta 

VAKIL & SONS PRIVATE LTD. 
Vakils House, Ballard Estate 
Bombay- 1 



This book is released by 
Smt. INDIRA GANDHI 

Prime Minister oj India 




FOREWORD 


This volume gives the story of i oo years of life insurance 
in this country. Starting as Indian enterprise with highly 
patriotic motives, insurance companies came into exis- 
tence to carry the message of insurance and social security 
through insurance to many homes. Some of them reached 
standards of which any insurer m the world could be 
proud in spite of the limitations that they had. The 
Government realised that nationalisation of life insur- 
ance is necessary in order to further the objectives of 
carrying the message of security far and wide and also 
to mobilise the savings of the community for the eco- 
nomic growth of the country. 

We have a long long way to go. The same motives 
which inspired our forefathers to bring insurance into 
existence in this country shall inspire us to take this 
message of protection to light the lamps of security in 
as many homes as possible and to help the people in 
providing security for their own families. 


Bombay, 

November 14, 1970. 
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TOWARDS A SCIENTIFIC APPROACH 


The story of insurance is probably as old as the story of mankind. 
The same instinct that prompts the modern businessman to secure 
himself against loss and disaster existed in primitive man also. He, 
too, sought to avert the evil consequences of fire and flood and loss 
of life and was willing to make some sort of sacrifice m order to achieve 
security. Though the concept of insurance is largely a development 
of the recent past, particularly after the industrial era — past few 
centuries — yet its beginnings date back almost 6000 years. 

Ancient Idea of Risk Sharing 

The Biblical story of Joseph during the famine in Egypt has been 
cited as the first insurance plan in recorded history. The Egyptian 
ruler Pharaoh had a dream one night, m which he stood on the bank 
of the Nile and saw seven fat and glossy cows coming out of the river 
followed by seven lean and hungry cows. The latter devoured the 
former. Pharaoh was disturbed and he sent for Joseph to interpret the 
dream. According to Joseph, the seven fat cows represented seven 
years of good crops and the seven lean cows forebode seven years of 
famine. He advised Pharaoh to take one-fifth of the crop of each 
prosperous year to be used in the years of famine. Joseph himself was 
entrusted with the implementation of the scheme. In Islamic scriptures, 
the same story is associated with the name of Prophet Yusuf. 

The story illustrates, though symbolically, the insurance principle 
of spreading the risk and the wisdom of preparation in the prosperous 
present for the needs of an uncertain future. 
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Though it may look paradoxical, yet it is a fact that v\ ith the 
growth of civilization and of international trade, insurance of property 
was thought of earlier than life insurance. We read of interesting ac- 
counts of ancient commerce. Six thousand years ago, Babylonians, 
whose home in the Tigris-Euphrates Valley lay at the cross-roads of 
early world traffic, had developed business practices to a high degree. 
Babylonia had become the clearing house of trade as all the important 
land trade routes converged in that territory. From Armenia in the 
North, China and India in the East, Egypt in the West caravans came 
laden with merchandise. Though Babylonia built up a great com- 
mercial system, and her people were the first to enjoy the fruits of 
political economy, their territory was surrounded by huge tracts of 
desert. The travellers by land were exposed to the risk of robbery, 
which was then considered not so abominable a means of livelihood 
and the same held good of piracy on the high seas. Besides, during 
those days, the ships were entirely at the mercy of winds. Under such 
conditions, till the goods reached their destination, the consignor was 
constantly worried about its safety. In fact, many traders could not 
meet the obligations of the principals and, according to their contracts, 
became slaves of the latter along with their families. Human ingenuity 
was set to work and, in course of time, a practice developed that 
absolved the trader of his debt, both principal and interest, should 
certain specified contingencies occur. 

By about 2000 B.C. the Babylonians as well as the ancient Hindus 
were familiar with the essentials of the contract of bottomry or respon- 
dentia as indicated by the provisions in the Codes of Hammurabi and 
Manu. The Babylonian contract and the Code of Hammurabi applied 
mostly to caravans. Manava-Dharmashastra referred to both sea-borne 
and overland traffic. 

The great sea traders of the period were the Phoenicians and they, 
from their 5 or 6 coastal towns formed connecting links between the 
three continents known at that time. Their ships carried them to all 
parts of Asia and Africa and even to remote parts of Europe, where 
they founded colonies and depots. They centered their activities not 
only to commerce, but also established cultural links and it was 
through this great maritime power that the Greeks inherited their 
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knowledge of the contract of Bottomry. This was probably about 900 
B.G. About this period the Phoenicians also introduced the alphabet 
and the system of weights and measures 

Roman Practices 

The Romans had developed a high state of social structure and their 
commercial and social needs were such that complementary forms of 
insurance automatically evolved. The Romans were familiar with the 
practice of Census and their burial clubs compiled records of births 
and deaths for study Though averse to thinking about death as an 
insurance risk, they had not the same objection in making proper ar- 
rangements for a decent burial. The Gods and Goddesses of clas- 
sical mythology were the deities of heathen Rome, whose worship in- 
cluded elaborate and costly burial ceremonies The purpose of the 
“Collegia” organisations was to provide money to pay for these funeral 
celebrations. 

Archaeologists have unearthed an inscription dated A.D. 136, 
which described the “Collegia Tenuiorum” for the lower classes. A 
member paid, at entrance, a sum of money equal to about Rs. 25 
and “good wine” to the measure of approximately six gallons. Each 
month thereafter, the member was required to pay about 25 paise. 
The benefits promised were a fund for burial expenses of about Rs. 75 
of which Rs. 10 were for distribution to the “funeral train”. Members 
of all ages paid the same fees. No payments w r ere required for more 
than fifty years and the funeral benefits were not paid if the monthly 
payment had not been made regularly upto a certain period before 
death or if the member committed suicide. That this payment might 
have come to mean more than mere burial expense was indicated from 
the fact that by Law persons were prohibited from belonging to two or 
more such societies to w r hich there w'ould have been no point, had the 
member expected merely to be buried once. 

By the Falsidian Law of 40 B.C. it was held illegal for any person 
to leave more than three-fourth of his estate to others than his legal 
heir. Since sometime prior to death, the testator might have specified 
life annuities to one or more persons, it became necessary at his death 
to calculate the amount of money needed to pay out the annuities 
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in order to determine whether the Law had been violated. Calculations 
for this purpose were crude until the prefect Domitius Ulpianus, juris- 
consult under Emperor Alexander Severus (222-235 A.D.) compiled his 
table. This Table was primarily an Annuity V alue Table rather than 
a life expectation table, though it showed signs of knowledge of some 
kind of mortality or subscription experience. Aemilius Macer, a con- 
temporary of Ulpianus, also devised a table which, though not as good 
as Ulpianus’, was widely used because of its simplicity. Ulpianus T able, 
for varied reasons, continued to be used by the Tuscan Government 
as the official Annuity Table until the nineteenth century. 

The ‘Gilds’ (Guilds) 

Apart from marine insurance there appears no direct connection be- 
tween medieval and modern insurance and that of the ancient world — 
between the Roman Collegia and the ‘Gilds’. From the establishment 
of the earliest ‘Gilds’, how ever, the development of mutual insurance 
against losses from fire, ship-wreck, captivity and other causes can be 
traced. Starting somewhat later but with a continuous history from 
about the twelfth century came non-mutual insurance of goods, marine 
insurance, and finally, life insurance. ■ 

The origin of the medieval ‘Gilds’ is shrouded in obscurity. The 
system existed in England at the time of Anglo-Saxons and was con- 
tinued with modifications throughout the Middle Ages, surviving even 
in our age in some of the charters of city companies. In its original 
phases the ‘Gild’ was little more than a sort of sworn brotherhood, the 
initiate being admitted member of a larger family whose ties were 
mainly social. The membership carried with it a number of mutual 
obligations. Viewed from a different angle these obligations were also 
aimed at the advantage of the State. The age was to a large extent a 
lawless one. Every member of the ‘Gild’ was pledged to the swift ad- 
ministration of rough justice; to the instant pursuit of the murderer, 
to the capture of the thief, or even to participating in a joint retribu- 
tion for evil committed by fellow members, contributing a fixed por- 
tion to the fine or penalty attached by custom or agreement to the 
commitment of certain offences. 

The craft gilds, which some historians have sought to identify as 
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the lineal descendants of the Roman Collegia, came into being through- 
out most of Europe in the Middle Ages. Shoe-makers, saddlers, car- 
penters, bakers, soap makers, distillers and other organised groups of 
artisans are listed in some of the ordinances of Charlemagne Although 
primarily economic in purpose, these gilds often became closely identi- 
fied with the town Governments, exercised ■wider functions and under- 
took general civic responsibilities As these bodies were akm to modern 
trade unions, economic and industrial questions assumed prominence 
at all meetings. The examination of the record of these gilds will, how- 
ever, show that considerable attention was given to “relief” and social 
matters. Most probably these societies performed all the chief func- 
tions of sickness and burial club They even went further in charity 
than many of our modern institutions, as they cared for the family of 
a member even after his death 

In the sixteenth century the power of the ‘Gilds’ had become so 
great that the Government in England sought to suppress them. This 
led to the emergence of the “friendly societies” in the 17th century 
which took over the function of the Gilds in connection with payments 
due to sickness or death. These societies were also the forerunners of 
modern fraternal organisations, for one of their purposes was to further 
the feeling of fellowship . For many generations, they had regular social 
meetings and annual feasts, and members weie expected to attend the 
funeral train of a deceased brother In 1819 the British Parliament de- 
fined the friendly societies “no longer as societies of good-fellowship’ ’ 
but as institutions “whereby it is intended to provide, by contribution, 
on the principle of mutual insurance for the maintenance or assistance 
of the contributors thereto, their wives or children m sickness, infancy, 
advanced age, widowhood, or any other natural state or contingency, 
whereof the occurrence is susceptible of calculation by way of aver- 
age”. 

Towards Modem Concepts 

Out of marine insurance as it was practised in medieval period emerged 
a unique form of financial protection on the lives of captains of trading 
vessels. 

Article LXVI of the Laws of Wisby provided that “if the merchant 
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obliges the master to insure the ship, the merchant shall be obliged to 
insure the master’s life against the hazards of the sea”. This simple 
thirteenth century^rule implied that life insurance was available at that 
time. However, life insurance was considered “reprehensible and il- 
legal” because of the lingering influences of the Canon Law against 
usury. We find that at the close of the eighteenth century, Daniel Defoe, 
who wrote not only ‘Robinson Crusoe’, but widely published essays on 
topics of current interest, has said, “Insuring of life I cannot admire. 

I shall say nothing on it, but that in Italy where stabbing and poison- 
ing is so much in vogue, something may be said for it”. 

Though the growth of insurance was hindered in the Middle Ages 
by Church Law against usury and by other factors, economic forces 
ultimately prevailed. The Church, too, recognised and even practised 
the grant of life annuity. The prohibition of interest encouraged the 
use of annuity contract by which the land owner or the businessman 
could obtain capital for use. Monasteries, towns and states as well as 
gilds and individuals often sold life annuity in order to raise money. 

The great social changes that took place in the wake of industrial 
revolution weakened the capacity of the Middle Age organisations to 
give relief and the problem itself increased in its magnitude. The 
Government had, therefore, to assume positive responsibility for reliev- 
ing poverty. Whereas social welfare became the sole responsibility of 
the state and social insurance gradually became the joint responsibility 
of workers, employers and the state, life insurance developed as a 
voluntary measure. Prudent men developed a sense of responsibility 
towards their dependants after their death. But only well-to-do persons 
could, in most cases, take advantage of this measure. Social insurance 
was meant to benefit mainly the under-privileged class rather than 
the upper strata, whereas voluntary insurance benefited mainly the 
upper and middle classes. 

The First Life Policy 

The earliest available record of a Life Insurance Policy is on the life 
of one William Gybbons, a citizen and s alter of London, effected on the 
1 8th June, 1583. The Policy was procured by Richard Martin, citizen 
and alderman of London, and it was underwritten by 16 individuals. 
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The amount of the policy was £383-6-8 and the premium for 12 
months was 8% thereof i.e £30-13-4 The brief text of the policy 
began with the translated Italian phrase “In the name of God, Amen” 
and continued “if it happens (as God defend J the said William Gybbons 
to die or decease out of this present World by any ways or means 
whatsoever before the full end of the said XII months be expired.” 
At the end was a prayer phrase, particularly interesting m view of 
later development. “God send the said William Gybbons health and 
long life ” 

Despite the prayer, William Gybbons died on May 29, 1584 Ob- 
viously this was within one year from the date of issuance of the 
Policy. Richard Martin sought payment arising out of the claim 
which was disputed on the grounds that the insured had survived 12 
lunar months of 28 days each The court ordered that it w as the intent 
of the policy' to insure Gybbons life lor the year and ordered payment 
of the claim. 

The above policy is popularly belies cd to be the first life policy 
ever issued It can be said with certainty that this is the first known 
case taken to the court of law for settlement It is also interesting to 
note that m the text of the policy the same was declared to be "of as 
much force, strength, and effect as the best and most surest policy — 
which hath e\er been heretobefore caused to be made” and still it 
was disputed when the claim arose 1 

Before bringing our account of the practices m Middle Ages to a 
close it is necessary' to refer to two interesting ae\ elopments 

Coffee Houses 

The picture of insurance acti\ ities in England during the 1 7th century 
cannot be said to be complete unless a reference to the ‘Coffee Houses’ is 
made Though London was then the centre of world c ommerce and 
ships from London sailed to ail the ports of Europe, North America, 
India etc , there w r as complete lack of machinery for communication 
Merchants, therefore, found that personal contacts with other busi- 
nessmen w ere the most reliable source of information and used # cofiee 
houses as their meeting places The attendance at these houses be- 
came a routine of their business activities and they came to be recog- 



nised as centres of political, social and commercial intelligence. 

Gradually, a few Coffee Houses came to be associated with parti- 
cular spheres of business activities. The association of marine insur- 
ance with Lloyd’s raised the name of an obscure Coffee-House keeper 
to the dignity of being synonymous with financial solvency. When 
Edward Lloyd, opened his first Coffee House in Tower Street at the 
end of 17th century few realised the world-wide renown that would 
'be attached to his name through this. 

This Coffee House published “Lloyd’s List” — a paper wdiich has 
continued to the present day and has the record of being one of the 
oldest publications. The publication of Lloyd’s List must have been 
partially the result of the centralizing of private underwriting in the 
Coffee Houses, but it is not possible to ascertain its actual date. By 
1760, however, Lloyd’s was definitely the main centre of individual 
underwriting, for about that time a Register of Shipping was main- 
tained. It was issued biennially at first and later annually by “A Society 
of Underwriters at Lloyd’s Coffee-House”. 

Tontines 

The co-operative provisions of the ‘Gilds’ during the earlier centuries 
had little or no scientific base. All the benefits accrued to members, 
real and substantial as they frequently were, had little other foundation 
than the collective charity of the community in which the ‘Gild’ 
existed. The statistics about health or “Life experience” was unknown, 
and the simple basis of determining membership charges was the 
working expenses incurred from year to year and members contribu- 
tion to each levy. Indeed the progress from the practical work of the 
gild to the actuarial precision of our modern life offices is so prodigious 
that a cursory examination fails to reveal the connection. Yet it is there. 
There was a continuous growth of the main idea. 

There were various bodies including the Church which issued 
annuities. In Walford’s handbook it is mentioned that the first re- 
corded description of annuities is about Tontine Annuities. Today 
we can go back further. The principle of the “Tontine” found birth 
prior to Lorenzo Tonti, after whom the scheme was named, and who 
lived in the middle of the 1 7th century. 
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Berthold Holtzschuhcr and George Obrecht pioneered the schemes 
of insurance on Tontine principle, which though significant, found 
little appreciation from their contemporaries. 

Lorenzo Tonti, though an ordinary physician, shot into the lime- 
light and evoked much public interest as he secured access to Cardinal 
Mazarin and promulgated a scheme for a State loan. The project was 
wrecked by the French Parliamentary opposition in 1653. Three years 
later he made an attempt to form a Tontine under the title of a “Royal 
Bank”; but the suspicion and apathy of the Parisians of his day ren- 
dered his efforts abortive. With the death of Mazarin, Tonti fell from 
favour. It is stated that he became a victim of the Bastille. Although 
its author had gone, the scheme he had conceived lived and in 1689, 
the first State Tontine made its appearance. 

The principle of these annuities was very simple. A certain number 
of persons contributed a specified sum (without reference to age or 
sex) to a fund. At the expiry of each year the interest on this fund w as 
divided amongst the subscribers who were living and so on from year 
to year, until the last survivor received the whole of the interest. The 
fascinating feature of the scheme was that the final survivor found 
himself receiving enormous sums, in return for a trifling contribution 
at entry. There is record of the case of a widow’ who at the time of her 
death at the age of 96, enjoyed an income of 73,500 livres — over 
£ 3000 — for her original subscription of 300 livres. 

The first State Tontine in England was floated in 1762. The in- 
terest of the government in promoting Tontines was apparent as the 
subscribers only received the interest on the fund and with the death 
of the final annuitant the fund went to the Exchequer. Various modi- 
fications in the original scheme were made when private persons 
floated Tontines. The gambling spirit w’as undoubtedly at the bottom 
of whatever success these Tontines enjoyed. Manifold abuses followed 
in the wake of such Tontines. It can, however, not be disputed that it 
played an important part in developing the concept of Life Insurance. 
Certainly it contributed a large quota to the experience that formed 
the basis of our mortality tables, on which modern life assurance is 
founded. That is why Lorenzo Tonti is sometimes called the “Father 
of modern life assurance.” 
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Real Beginning 

According to a section of opinion among philosophers all the activities 
of the universe arJ obedient to law and never based on chance. It is 
because one does not know all the conditions or the laws governing 
them that a particular phenomenon appears to have occurred by 
chance. This imperfect knowledge of the inscrutable laws of nature 
leaves a great deal of uncertainty about the outcome of human action. 
Wherever there is uncertainty there is an involvement of risk. The 
drive for security from such risks is one of the basic motivating forces 
determining human attitudes. Out of the search for security, the 
concept of insurance was born. The basic requirement of the science 
of life insurance is precise knowledge about the rate at which members 
of a group will die at a given age and from year to year. This know- 
ledge is made possible with the help of past records of deaths. It is as- 
sumed that the same experience will be repeated in the future. The 
validity of this assumption has been demonstrated by experiment and 
has been formulated in the “Law of large numbers” which is the basis 
of all application of that branch of mathematics known as the “Theory 
of Probabilities”. 

It was the gaming table which led to the first important applica- 
tion of mathematics to the determination of the law of averages. While 
Tonti was promoting his interesting system in Paris, Blaise Pascal 
(1623-62), French philosopher, mathematician and physicist was at- 
tracted to the problems of probability as demonstrated by games of 
chance. Using cards and dice to accumulate data, Pascal developed 
his theory to ascertain the probability, which each player had at any 
given stage of a game, of winning the game. From these beginnings 
the general theory developed that given enough instances no matter 
what the event, the probability of any particular event happening 
would be so regular as to constitute a mathematical law on which 
a priori estimates would be based. The probability of the happen- 
ing would be expressed as the ratio of the number of favourable 
instances to the number of favourable and unfavourable instances 
combined. 

De Witt, Grand Pensionary or Head of the Dutch Parliamentary 
Republic, at the age of twenty-eight sought to apply the mathe- 
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matical principle of probability to the valuation of life annuities. 
Using such vital statistics as were available, he presented in 1671 
a report on the subject to the States General. The report, though 
it represented the first important advance over the calculations of 
Ulpianus, had little influence, for it lay buried in the archives for 
more than a century. 

In England the relevant data was available even from earlier 
periods as the Parish Registers were kept from 1538 onwards. Towards 
the close of the Fifteenth century the frightful ravages of the plague 
had caused such alarm in the country, that to “quiet public feeling” 
the Government of the day wisely thought it desirable to publish cor- 
rect account of the progress of the pestilence. These were called 
“Bills of Mortality”. John Graunt, a Londoner who was a Captain of 
the Train-Band and incongruously enough, a haberdasher, worked on 
these mortality records (which unfortunately did not give the ages of 
the victims), and compiled and published his “Natural and Political 
Observations Made up on the Bills of Mortality” in 1661. This has 
been described as the earliest example in economic arithmetic and 
the closest approximation to the data on which life assurance is 
founded. Graunt was essentially a vital statistician. His findings re- 
garding life expectancy, though mere approximations, laid the founda- 
tions of actuarial science. 

More outstanding was the contribution of Edmund Halley, the 
Royal astronomer, best known to future generations for his calcula- 
tions on the orbit of the comet which bears his name. He presented 
before the Royal Society in 1693 his “Degrees of Mortality of Man- 
kind” based on vital statistics obtained from Breslau in Silesia, the 
only city in the world which, at that time, maintained record of births 
and deaths including the ages of its dead. From these records Halley 
constructed the first correct table of the value of life annuities. 

The next important contributor in this branch of research was 
Abraham De Moiver. His hypothesis that, of a given number of per- 
sons alive at any age an equal number would die each year, enabled 
him to establish a simple formula for calculating the value of annuities 
on single and joint life, reversions and survivorships. Other advances 
along actuarial lines were made both in England and on the continent. 
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The names of scholars like Thomas Simpson, Antoin De Parcicux, 
James Dodson, Richard Price, Joshua Milne etc. are also connected 
with the success ‘<of pioneer insurance companies and well known 
mortality tables. The actuarial science developed to a great extent in 
the 19th century. The establishment of the Institute of Actuaries in 
1 848 in England marked a turning point in the history of life assur- 
ance. 

Early Insurance Offices 

The first registered life office in England was “The Hand-in-Hand 
Society” established in 1696 followed by “The Mercer’s Company” 
established in 1698. In course of time life insurance began to be sold 
on an associated scale; i.e. a fixed number of persons would be brought 
together and would be insured together, all paying the same amount. 
The Master would promise to pay those who died, after a fixed proba- 
tionary period, a given sum on the satisfaction of certain conditions. 
The first of this type was “The Society of Assurance for Widows and 
Orphans” founded in 1699. The membership of the “Hand-in-Hand’ ’ 
was restricted to one hundred men whereas the membership of this 
society was limited to 2000. 

The Old Amicable Society is reputed as the oldest life office regis- 
tered in the world and certainly it is the first life office recognized by 
the British Government, inasmuch as the society obtained a Royal 
Charter from Queen Anne authorising them to transact life insurance 
business from 25th March 1706. 

The noteworthy characteristic of the Amicable Society was that 
it provided “perpetual insurance”. This was in contrast to life insur- 
ance generally prevalent at that time, which was offered on a term 
basis only, i.e. for a specific term of years. The society w'as founded, 
however, on principles more altruistic than scientific, w’hich led to 
some disappointments. All members insured were charged the same 
premium regardless of age although no members older than forty-five 
years of age were admitted. There was also some effort to accept for 
membership only those persons who enjoyed reasonably good health 
and reputation. Here w'as thus the beginning of the scrutiny of charac- 
ter and physical examination which later became customary. 
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GamiMvag las'er&sic® 

The distinguishing ieature of the age, however, v. as the gambling 
tendency widely prevalent which produced a host. of other insurance 
schemes under almost ever) conceivable title 

E\ cry kind of business w as affected by the w r ave of fantastic specula- 
tion and numerous bogus companies w r ere floated w herein thousands 
of citizens were made to invest their savings The unscrupulous pro- 
moters vanished w’ith their ill-gotten gains One such was the South 
Sea Company Its crash m 1720 (_the much publicised ‘‘South Sea 
bubble”) drove many honest citizens to the verge of penury This 
gambling mama resulted in the formation of about 100 insurance 
companies doing large volume of business m the City of London, 
making any event of public interest the basis of a polic) These indis- 
criminate acts of gambling led to the enactment of the Gambling Act 
of 1774, w'hich distinguished betw'een legitimate insurance and gambl- 
ing By its own terms it was an act “regulating insurance on lives, and 
prohibiting all such insurances, except m cases where the person in- 
suring shall have an interest m the life or death of the person insured” 
The same has acquired the shape of insurable interest under modern 
life insurance practices 

Old Equitable 

James Dodson, a Mathematician in London, applied for insurance 
with the Amicable but found himself ineligible on account of age, hi 
being then 49 and the permissible age limit being 45 Therefore he 
determined to organize an association of his own which would operate 
on a basis allowing an extension of insurance benefits to men of ad- 
vanced age 

Dodson made all the preparations for applvmg for a Charter and 
raised a fund for that purpose which W3S subscribed to by 43 persons 
Edward Rowe Mores actively assisted Dodson in these efforts Sud- 
denly, while everything seemed favourable, when the petition for the 
Charter had been duly submitted but remained unheard, there came 
a bolt from the blue. Dodson, the moving spirit of the venture^ died 
Such an unexpected calamity overwhelmed the Charter-Fund sub- 
scribers with anxiety but fortunately Mores agreed to take the lead 
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and the first hearing of the petition for the charter tame off earl v in 

5 758 - 

In spite of the ; repeated dismissal of the petition, the promoters 
resolved to carry out the scheme which they felt was quite practicable. 
Availing themselves of the suggestion made by the Crown officials, 
they “formed themselves into a voluntary partnership of which there 
are several instances now subsisting in this business of insuring”. 

The great feature of the foundation of the “Old Equitable” un- 
doubtedly was the application of actuarial basis for calculating its 
premiums. Dodson had used as his basic data the London Bills of 
Mortality, including reports of death during plague years. Conse- 
quently the rates which resulted were far higher than necessary for 
safe operation under ordinary circumstances. The name “Equitable” 
was chosen as the premiums charged were graded according to age, 
requiring the policyholders to pay in proportion to the risk involved; 
a practice different from that of the earlier companies. Equitable 
granted from the outset whole life assurance policies as known-to-day, 
in exchange for level annual premiums based on the age at entry. It 
was stated to be the first life office to adopt scientific basis in its opera- 
tions. No medical examination of the applicant was required, but, 
like the earlier companies, he appeared before the Directors in person 
to be questioned about his health, habits, and family history. 

Later on the society was fortunate in acquiring the services of two 
great stalwarts. Dr. Richard Price, an outstanding actuary of the 18th 
century, highly commended the Equitable Society in his classic work 
“Observations on Reversionary Payments”. The Society then con- 
sulted him and he was associated with it as a consultant for many 
years. In 1774 his nephew William Morgan, then living with him and 
who had been trained for a medical career, was appointed assistant 
Actuary and one year later became Actuary. Morgan held the post 
for over 50 years. England largely owes the honour of being the cradle 
of actuarial science to these two stalwarts. 

In other Parts of the World 

The continental countries lagged far behind England in the organiza- 
tion of life insurance companies. In France the “Compagnie Royale 
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D’Assurances, sur la Vie” was chartered by the king in 1787. Though 
given a monopoly for fifteen years the company parsed out in 1 792 
during the revolution. New companies were formed only in the second 
decade of 19th century. English companies had opened branches in 
German cities before any successful German life insurance com- 
pany was established The local efforts dated from 1827-28, the first 
effort in 1806 having lasted only a few years English companies 
established agencies also in the Netherlands and Scandinavian coun- 
tries French companies reached out into Belgium, Spam, Italy, and 
Switzerland. These countries, as w r ell as Austria and Hungary did not 
establish their own companies until the middle of the 19th century. 

The comparatively early and rapid advance of modern life in- 
surance in England is credited to “the fact that she was cut off to such 
an extent from the struggle and turmoil of the main land, and whilst 
the minds and attention ©f continental nations were so much taken up 
with war, England was able to devote her energies to peaceful pur- 
suit” 

The history of life insurance in the United States began shortly 
before the War of Independence. The first company was established 
in 1759 which is now known as the Presbytarian Ministers’ Fund. It 
was natural that during colonial days the insurance activities as well 
as many other phases of life and business should be on the pattern of 
English institutions. However, today the mother country has been 
completely eclipsed by the great and remarkable developments in 
Canada and the United States of America America, in fact, carries 
the major portion of insurance in the World and can boast of several 
of the largest life offices in the world. 

Ancient Concepts in India 

Some writers have claimed that insurance was practised in India even 
in Vedic times in one form or the other. It is said that the Sanskrit term 
“Yogakshema” in the Rigveda meant some kind of insurance, which 
was practised by the Aryans in India nearly 3000 years ago. Manu, 
the ancient Lawgiver, enjoined that a special charge be made, on 
goods carried from one town to another, to ensure their safe carriage 
until handed over to the consignee at destination. In fact, a few 
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centuries after Manu, Kautilya in his ‘Artha Shastra' had also laid 
down several rules and regulations of a similar nature. 

Ancient India was a prominent maritime power. Traders took 
merchandise by overland caravans to the sea-ports of Broach or Surat 
in the west, Kaveripumpatnam (Pukar) in the South or Banga in the 
East and to the great cities of Central Asia. Indian-built ships, laden 
with Indian manufactures, sailed to Ceylon, Egypt, Greece, Babylon, 
China or the countries of South-East Asia and Far East. The traders 
experienced the same difficulties as their counterparts in the West as 
referred to in the provisions in the Codes of Hammurabi. “Manav- 
Dharma-Shastra” contains rules whereby loans were advanced at 
specified rates of interest depending upon the risks to be run and the 
length of time for which money was required. Technical men skilled 
in sea voyages or land journeys worked out the rates in proportion to 
these factors. The borrower returned the loan and the interest on 
successful conclusion of the voyage or journey, but if he was robbed 
or was unable to deliver the goods in sound condition at the time and 
place specified, he was absolved of the liability. To the modern con- 
ception of insurance, this practice represents a reverse order. The 
interest included the premium, a total loss in the form of a loan was 
paid before the journey or voyage commenced and the borrower 
returned the amount of the loan with interest when the risk did not 
materialise. 

This system enabled India to establish a network of business rela- 
tions through oceanic transport and her overseas trade was in very 
flourishing condition. The contract of insurance was a part of the 
contract of carriage and it is observed from the codes of Manu that 
Indians had even anticipated the doctrines of Average and Contri- 
bution. If the cargo was lost due to the negligence of the crew, the loss 
was to be borne by all its members, but when the loss was caused by 
an act of God, the members of the crew were not held responsible. 
Yajnavalkya further developed the law relating to the carrier. A carrier 
who failed to reach destination could not claim freight but was exempt 
from responsibility if loss of goods was occasioned by an act of God. 
In the case of loss by piracy etc., the carrier was not protected. Vishnu 
also discussed the legal position of the carrier in the same strain. It, 
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therefore, appears from the writings of these three that the carrier was 
also an insurer in a restricted sense. Seeds of insurance thus continued 
to grow. 

During the Moghul period insurance took firm roots. There are 
even references to the cover against war risks Losses due to the pas- 
sage of royal troops through farms were compensated by the State as a 
gesture of goodwill. It is interesting to note that the earliest known 
policy in English (1555) is expressed as “on the good ship Sancta 
Crux from any port of the isles of India of Calicut into Lixborne” 
Marine Insurance was thus the first to develop in this country also. 

A faint resemblance to a Life Annuity can be seen in the practice 
of widows while starting on a holy pilgrimage, handing over their 
entire belongings to some rich neighbours on condition of being paid 
monthly allowance for life. The scientific principles of annuity were, 
of course, unknown, but these arrangements can be considered as a 
genuine attempt to achieve the same end. The ‘Sinm’ of Satyapir was 
a crude system of social insurance. The Satyapir represented integra- 
tion of Hindu and Mohamedan religious concepts in Bengal Satya 
representing the God Satyanarayana and the ‘Pir’ of Mohamedans 
made a joint deity. ‘SinnT meant ‘Bhoga’, offerings made to this deity, 
from which offerings the destitutes from the community irrespective of 
religion were supported. 

Tie Banyan Tree 

There was also a special feature peculiar to Indian culture, namely 
the institution of joint family which, for ages, continued to afford 
complete protection to all its members. Education and marriage of 
children, maintenance of old and infirm members of the family, and 
the widows of the unfortunate who died, were the responsibilities of all 
the members of the family jointly. A system resembling self-insurance 
was thus developed. The joint family has been called a scheme of 
mutual helpfulness, a little co-operative society, a miniature labour 
organization and a diminutive insurance concern. The Hindu society 
rested on this principle for thousands of years. Under the all pervading 
shadow of this banyan tree the members never suffered from want 
and it was only with the advent of modern ideas of individualism that 
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some members started feeling that their own development was pro- 
bably thwarted. , 

Apart from the institution of joint family, the caste system, village 
panchayat, temple and charitable institutions all combined to provide 
protection to a person and his dependents from the rigours of any 
misfortune. Such institutions, the joint family system and the habitual 
piety did in this community what self help, thrift and forethought did 
elsewhere. 

Various systems prevailed in different parts of the country under 
different names, but the underlying idea was the same. In Northern 
India, the payments by the society or Biradri at the time of the death 
were generally made on the “Bura Din” or “Evil Day”. The payments 
were not delayed as is generally done by many Insurance companies; 
the widow received her dues even before the ashes of her husband’s 
dead body were removed; and the children got their share on the 
Kriya day, not later than eleven or thirteen days after death of the 
father. Similar help was rendered on the occasion of marriage, which 
was called “Neota” ceremony. Both the bride and the bridegroom 
received marriage gifts, clothes, ornaments, and cash from the members 
of Biradri. Marriage expenses and dowries are regarded a bane in 
India, but their impact on an individual family was thus considerably 
reduced. Contributions were also made by the Biradri on the birth 
of a child, but these were not quite large or regular as on the occasion 
of a marriage or death. 
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UNDER BRITISH INFLUENCE 


J; OR centuries very little had happened to disturb the Indian way 
of thinking and thus tradition had secured an unusual stronghold on 
the people. Life Assurance appeared to conflict with their spiritual and 
philosophical ideas, which were thousands of years old, and the notion 
of each individual providing for his dependents on his death was a 
most disturbing one. 

India is a vast Sub-continent consisting of numerous villages with 
a population predominantly devoted to agricultural pursuits. In 
this agricultural society, each village became a self-sufficient unit and 
the exchange of goods and services was conducted largely on a barter 
basis. In view of this small self-contained unit, there was very limited 
scope for investment of large capital and modern life insurance meant 
accumulation of funds and their investment on a long term basis The 
influence of Islam, too, was against usury 

During the 19th century the Indians were generally unaware of 
the advantages and utility of life insurance but there was a w idespread 
superstition that to insure one’s life was to court death In local langu- 
ages of the country life insurance w r as often described as Registration 
for Death The process of political and military dissolution of the 
Moghuls that set in after Aurangzeb's Regime w as completed with the 
rise of the East India Company. In the vacuum created by such 
dissolution the western social, religious and educational ideas, w'hich 
the British introduced, took roots. The spread of these ideas as wfll as 
reaction to these helped the political and spiritual resurgence of 
united India. Exposure of Indians to the full strength of British in- 
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dustrial and commercial systems led to a fundamental change in their 
social, economic *and commercial outlook and Indian institutions in 
fields like Banking and Insurance were founded. The first plan to form 
some sort of an insurance organisation in this country was proposed at 
the Government level. Sir John Child, who was the Governor of 
Bombay between 1681-1690, was instructed by the Court of Directors 
of East India Company “to constitute an insurance office on the 
(Bombay) island”, but it is not known what became of this suggestion. 
A few leading European merchants in the Bombay Island established 
in 1793 the earliest known insurance company namely “Bombay In- 
surance Society”. 

1818 — Oriental 

The year 18x8 is an epoch-making year in the history of our country. 
It is memorable in more than one way. The Central Maratha Power 
which had stood all along in the way of the British quest for supremacy 
in India fell in this year. The first Indian owned and edited newspaper 
in India was established by a few Bengali gentlemen in Calcutta as 
also first British owned and edited monthly and weekly in Bengali. 
It was in the same year that the notorious Regulation III, which pro- 
vided for detention without trial and later figured prominently as a 
political weapon, had its birth. Thus the first echos of the impact of 
western ideas on Indian thought were beginning to be heard. 

The first Life Insurance Company on Indian soil appears to have 
been started in this very year. A group of Europeans pioneered the 
establishment of the Oriental Life Insurance Society to afford relief to 
the distressed relatives of Europeans who died shortly after remnants 
of General Ochterlony’s men staggered back to Calcutta following a 
successful but costly operation against the recalcitrant Gurkhas and 
there prevailed a pall of gloom among the bereaved widows and 
orphans. The venture was not quite successful but the company was 
re-formed in 1829. The renewed Company also got into trouble in 1833 
when many Agency Houses of Calcutta, partners of the same, fell. 
Prince Dwarkanath Tagore was the only solvent partner and the sole 
responsibility for carrying on the institution devolved on him. He took 
the burden calmly and patiently waited for the day when he could be 
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relieved of it. Meanwhile, early in January 1834, the Government 
made up its mind to establish a Public Insurance Company and a 
Committee was set up for this purpose A number of foreign In- 
surance Companies then operating in the country viewed this move 
with alarm. They set up Committees of their own to enquire into 
their individual affairs. Dwarkanath Tagore, too, had a Committee 
appointed to look into the affairs of the Oriental. As a result, another 
Company was born out of the previous one in the name of “New 
Oriental Company.” 

The reorganisation of the society proved beneficial for some time. 
The Calcutta Courier (March 15, 1834) however records : “Dwarka- 
nath T agore, who is a shrewd man perceived the danger to which he 
was exposed as sole remaining partner of the Oriental and wisely 
tendered a Bonus to get rid of it”. One Mr. W. F. Ferguson is also 
reported to have been associated with the Company at this stage. This 
Company was, however, essentially a British one and, in keeping with 
the practice of other Insurers, catered only for Englishmen. Babu 
Muttylal Seal made great efforts and, prevailed upon the Company to 
accept at least select Indian lives. The Company, however, came to 
grief ultimately and its business was turned over to the “Medical 
Invalid and General” (Incorporated in U. K. in 1841) in the year 
1853. The latter Company too was amalgamated in i860 with 
“Albert” which crashed in 1869. 

Dwarkanath Tagore was better known m his time as ‘Prince’ 
Dwarkanath. A close associate of Raja Ram Mohan Roy, Dwarkanath 
imbibed most of the progressive ideas of the Raja and tried his best 
to translate them into action. A supporter of the cause of Freedom of 
the Press and himself a newspaper magnate, a promoter of English 
education, an original benefactor of the Calcutta Medical College, 
a liberal donor to various other benevolent and cultural institutions, 
Dwarkanath occupied a prominent position amongst his countrymen 
in the early 19th century. He managed a large Zamindari acquired by 
inheritance and by purchase but made his mark as an astute business- 
man. He started factories, floated Banks, owned and built shipyards, 
and carried on trade between the East and the West. With his business 
acumen, he had a glimpse even in those days of the possibilities of life 
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DWARAKANATH TAGORE 


RUSTOMJEE COWASJEE 


assurance as a help to the ordinary householders and to the business- 
men and was connected with the “Laudable Societies” for many years. 
In 1845 Dwarkanath Tagore died while on his second visit to England. 

In the reorganisation of the ‘Oriental’ in the year 1834, two other 
gentlemen were associated. One was Ramatanu Lahiri and the other 
Rustomjee Gowasjee. The latter was another prominent figure of the 
business world. Originally of Bombay, Rustomjee settled permanently 
in Calcutta in 1821. When he entered insurance business in 1828, he 
was already known to the community and the Government as a wealthy 
Parsi merchant. Rustomjee’s connection with insurance also started 
with “Laudable Societies”, but he was later on associated with Com- 
panies like Sun Life Office (1834), New Oriental f 1835), Universal 
Life (1835), New Laudable (1840) and Indian Laudable (1841). He 
was also on the Committee of the Union Insurance Company which 
was formed by a group of five persons, of whom Rustomjee was the 
only-Indian. This Company was issuing policies covering river-risks 
only. He was intimately connected with the Committee of Insurance 
Offices in Calcutta. Rustomjee Cowasjee and Dwarkanath Tagore were 
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probably the first Indians to join in partnership business with the 
Europeans and in the field of insurance they were 'pioneers on this 
side of the country. 


Other Efforts 

Bombay and Madras were the other main centres where the English 
had their earliest settlements and had erected forts. Naturally , there- 
fore, their business activities spread to these centres. On May i, 1823 
several enterprising people in Bombay started the “Bombay Life” 
Assurance Company. From the details available in the Insurance 
Encyclopaedia by C. Walford, it is seen that this Company did not 
issue Whole Life Policies and its main business was to offer protection 
for short periods. Like the Oriental, the Bombay Life, too, went into 
liquidation soon, but unlike the former there was no revival. In- 
terestingly, companies of the same names ‘Oriental’ and ‘Bombay 
Life 5 came to prominence in later years. 

At the third centre was founded the “Madras Equitable” in the 
year 1829. It functioned with indifferent success for nearly a Century. 
For a long time, it operated under a separate Act of the Madras 
Legislature and was exempted from submitting returns to the Govern- 
ment of India when the Indian Life Insurance Act, 1912, made sub- 
mission of returns compulsory. This company was started by Messrs 
Arbuthnott and Co. to insure the lives of the British Officers. The 
policies were payable on death and premiums were payable throughout 
life. Arbuthnott and Co. itself fell in 1906, but the Madras Equitable 
somehow dragged on and survived its founders for over a dozen years. 
Ceasing to write new policies in 1910, the Madras Equitable met with 
financial difficulties when the First World War depreciated the values 
of its investments. It finally ceased to function in 1921. A couple of 
writers have referred to Madras as the ‘birth place of Life Insurance’ 
in this country, on the ground that this Company was the first to 
issue regular life policies. 

Yet another Insurance Company named ‘Agra’ is also mentioned 
in some places but nothing beyond the mere name is known except 
the fact that the business of this Insurer, too, was transferred to the 
“Medical Invalid and General”. In 1850 the Triton Insurance 
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Company — a ‘Non-Life 5 Office was said to have been started in Cal- 
cutta. There is a reference even to a conference of Indian Insurers 
held at Calcutta in 1837 This is probably all thatus on record about 
the early pioneering efforts in our country. These efforts were all by 
Europeans and none of the above companies was an Indian Company 
and none granted cover to the Indians treating them on par with the 
Europeans. Even when selected Indian lives were granted Insurance 
Policies occasionally, a heavy extra premium was charged. 

The proposal at Government level to form an Insurance Company 
has been referred to earlier. The “Samachar Darpan” dated May 9, 
1835, throwing some light on this proposal, states, “Some newspapers 
have given publication to the Rules and Regulations of the Govern- 
ment Life Insurance Society started from the 1st of this month. They 
have further published the Table of Premium Rates for a policy of 
Rs. 1,000 according to age from 16 to 65, but we are unable to give 
publication to these for want of space. If the Government really desire 
that the people of this country will insure their lives with that Society, 
then they ought to publish all the Rules and Regulations and the 
Premium Rates of the Society in the vernaculars” 

It appears that the Hon’ble Court of Directors of the East India 
Company objected to the Government of India undertaking life 
assurance as a part of its operations. Besides, the memorandum sent 
to the Government by different Insurance Companies attempted to 
prove that such a public institution could serve no useful purpose. 
The fear that might have induced the Government to start life in- 
surance on its own was also shown to be baseless as some insurance 
companies like the Oriental, were reorganised while others were 
found as much sound as before, as a result of investigations by their 
respective committees. The memorandum, therefore, proved effec- 
tive and the Government did not proceed further. 

Old files of newspapers and Government records occasionally 
refer to stray attempts at establishing Insurance Companies. In the 
1826 file of the “Samachar Darpan 5 ' there is a news item under the 
caption “A New Insurance Office” announcing that a Company 
named the Ganges River Insurance Company was going to be opened 
on the 1 st of August of that year. All the Directors were Europeans 
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RAJA RAM MOHAN ROY 


and the business proposed to be transacted was that of Marine In- 
surance. None of these efforts even in the field of Non-Life Insurance 
business proved lasting ones. Majority of the early attempts to form 
insurance offices were in the Province of Bengal. This was due to 
its political and economic importance at that time. 

The contribution of Raja Ram Mohan Roy, one of the greatest 
social reformers of India, to the development of life insurance is very 
great. Rising to the heights of scholarship in Indian thought and 
philosophy, literature and religion, he was a reformer to the core. 
Through the columns of several newspapers with which he was as- 
sociated, he tried to purify the Hindu faith and rid it of its abuses 
and evil practices. Some of his efforts were directed to the emancipa- 
tion of Hindu women. It is well-known that he rose in revolt against 
the practice of ‘Sati’ in the teeth of orthodox opposition. He was deeply 
concerned about the sad plight of desperate widows and helpless 
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orphans. In his crusade for Hindu regeneration Ram Mohan Roy 
appealed through “Sambad Kaumudi” in 1821 as under : 

“There has been a fund established by the Laudable Society called 
the Civil and Military Widows’ Fund, for the purpose of supporting 
the children of the deceased, both of the civil and military services, 
but there is among Hindus no provision for the maintenance of poor 
widows. . . To remedy this, if two or three respectable native 
gentlemen were to institute a life insurance, this would be most ad- 
vantageous to people in narrow circumstances. . . . Should some 
charitable persons be kind enough to establish such a society and be 
desirous to know how to proceed in this affair, we shall, by their writing 
to the “Sambad Kaumudi” press, publish them as may be found most 
convenient.” 

There is however, nothing on record to show whether this appeal 
yielded any concrete results. As mentioned earlier, the Companies 
started in India in the early days did not accept lives for insurance 
other than those of Europeans and the need for an insurance Company 
for Indian lives was being keenly felt by the people. A passage from 
‘Samachar Darpan’ in 1845 reads : 

“We hear it is in contemplation of the rich and influential natives 
to establish a Life Insurance Society for the benefit of the Hindus. As 
the prospectus is to come out in a few days we shall then take up an 
opportunity to mention the benefit which will confer on our country- 
men.” While these local efforts did not bear fruit, a few more foreign 
Insurers started their business operations in India 

From Overseas 

Initially, when Life Offices were established in large numbers in 
Britain, some of them ventured to issue sterling policies to the British 
residents in India. Premiums collected here were credited to England 
largely for British beneficiaries. Business seems to have been brisk 
and profitable and was usually under short term policies. Inaccurate 
mortality tables and insufficient mortality data of Englishmen in 
India made the premiums heavy — heavier than at home. Insurance 
was denied to the ‘natives’ even if they wanted it— for their lives were 
always considered risky and sometimes valueless. When Indian lives 
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were accepted, as a very special case, the extras charged were still 
heavier! 

Prominent amongst the companies which came to India around 
this period was the “Medical, Invalid and General” incorporated 
in London in 1841. This company had sent capable men to work in 
the wake of the conquering British armies. As more areas were an- 
nexed and the ruling power, with vested interests in developing trade, 
took charge, the ‘Medical’ extended its area of operation, established 
large connections, absorbed the “Agra Life” and in 1853, took over 
the “New Oriental”. P. M. Tate, the then manager of the ‘Medical’, 
was a keen businessman, widely liked, influential and shrewd. With 
W. F. Ferguson, who was the Manager of the ‘New Oriental’ before 
amalgamation, he commenced very active operations which were 
temporarily affected by the 1857 ‘Mutiny’. 

The Universal Life Assurance Company established in England 
in 1836 opened its Indian Branch in 1840 and enjoyed a long period 
of successful operations until it was taken over by the “North British” 
in May 1901. Insurances exceeding Rs. 10 crores were issued in India 
during this period. Another English Company operating in India at 
that time was the Colonial Life Assurance Company. It was established 
in 1846 under the auspices of the Standard Life Assurance Company. 
The original prospectus of this company declared its purpose as 
“extending to the Colonies of Great Britain and to India the full 
benefit of Life Assurance”. It appointed agents with local boards which 
were first established in Calcutta, Bombay, Madras and Colombo. 
Later on this company was taken over by the “Standard Life” and 
made valuable contribution to investigations into the mortality ex- 
perience of assured lives in India. Eventually it ceased its operations 
in India in 1938. 

It is difficult to say which was the oldest life Policy issued in India; 
but the oldest known appears to be the one sold by the Royal Insurance 
(which commenced business in India in 1 845) on the life of one Curset- 
jee Furdoonjee on 6th January 1848^0 reference to any earlier policy 
being' available. A reference to this policy was made by Sir Byramjee 
Jeejeebhoy on the occasion of the Centenary Dinner of the “Royal” 
in 1945. In the year 1853, the Liverpool and London and Globe 
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Insurance Company established in England in 1836, commenced 
business in India. Sir Charles Forbes was its first agent, succeeded by 
M/s. Forbes, Forbes and Campbell. It accepted oply European lives 
and commenced insuring Indian lives only after 1929. This too, was 
mainly to oblige good agents of the Company for classes other than life 
business. The North British and Mercantile was the next company to 
appear on the Indian scene. It started fire insurance business in the 
year 1861 and life business in 1864. The London Assurance started 
life business in 1864, limited principally to European lives and closed 
down its life department when the Life Assurance Companies Act, 
1912 made submission of returns compulsory. 

During the 1857 ‘Mutiny’, considerably more than a quarter of a 
million pounds — a sum not far short of the Indian Relief Fund at 
that time — was paid by Life Assurance Offices in respect of policies 
effected by persons whose lives were lost in the turmoil. The total Life 
insurance business in India on the lives of European residents could 
not then have been much under Five Million Sterlings. 

Benefits and Funds 

It was natural that, with the British Rule, English ideas exerted a 
determining influence on the local people. As a result of sentiments 
aroused in U.K. about the future of Christianity in India, the British 
Parliament permitted missionaries to go to India on a large scale. 
Some of the immediate results were greatly beneficial to the country. 
The early missionaries, infinitely kind, benevolent, and respected, 
identified themselves with the local people. Amongst other acti- 
vities, they also started Mutual Aid Assessment Societies to relieve 
the helpless widows and destitute orphans of the parish. One such was 
the Christian Mutual of Meerut started in 1847 (l ater shifted to 
Lahore) . The Bengal Christian Family Pension Fund was another 
started in 1852. As mutual help and not profit was their motive, and 
as the business was confined to a select section who enjoyed a low rate 
of mortality, the Funds flourished and continued even in the 20th 
century. The Church Missionary Society at Palayamcottah started 
the “Tinnevelly Widows’ Fund” in 1834 to help catechists and teachers 
to make provisions for their widows. In 1925 the Tinnevelly Diocesan 
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Council took it over and admitted all Christians belonging to the 
Church of India? Burma and Ceylon. When the Fund was registered 
under the Indian Companies Act in 1949, it started operating in the 
name of the “Tinncvelly Diocesan Mutual Insurance Company Ltd.” 

In those early days, the details about mortality experience relating 
to Indian lives were inadequate. While Foreign Insurance Companies 
insured mostly non-Indian Lives, it is of interest to observe that these 
funds and mutual benefit Societies catered to the needs of certain 
sectarian groups only. Such limited activity was also partly due to 
their unfamiliarity with the principles and practices of large-scale 
and nation-wide business. It is also a noteworthy fact that a number 
of 19th Century companies were established on mutual basis. 

Of the Indian Companies which were subjected to the provisions 
of the Act VI of 1912, the oldest were the Widows’ Funds established 
by Christian Missionaries. Apart from the ‘Christian Mutual’ and 
‘Tinnevelly Diocesan’ the third prominent fund was the “Madras 
Widows’ and Orphans Fund” 1834. The benefits of this fund were 
also restricted to Christians. Some of the Widows’ Funds and Pension 
Funds for Government Servants started earlier received exemption 
from the operation of the ‘Act’. Amongst them was the wellknown 
“Bombay Family Pension Fund of Government Servants”, established 
in 1848. The first Widows’ Fund to admit Hindus was the “Bombay 
Widows and Pension Fund” established in 1876. 

By 1870, there were in all nearly fifteen companies working in 
India, out of which seven were established in India and eight Foreign 
Companies with their Head Offices in U.K. Till then the Assurances 
were only accepted on the lives of Europeans or their descendents 
born in India. The premium charged to them included an extra 
charge, probably on account of expectation of heavy mortality due 
to residence in India. The extras charged on Indian lives were still 
heavier though the number of Indians insured was very small. 

There was not a single office constituted in India run on scienti- 
fic basis and offering ordinary insurance freely to all Indians without 
consideration of caste or creed and treating them on par with European 
lives. Before, however, we turn to the first such attempt, marking the 
beginning of “Indian Life Assurance”, we have to refer to two Foreign 
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C;.r which have not been covered in our story so far, as their 

failure was the immediate cause of commencement of Indian Life 
Insurance industry 

Albert aad European 

The period of about haif-a-century, commencing from the establish- 
ment of the ‘Oriental’ in 1818 and ending about 1870 covered the 
early attempts to propagate life insurance m India on the lines of the 
contemporary English model The same period was marked by intense 
development of the business of life insurance in England. All the same, 
frauds were practised on a large scale and by no means against in- 
surance companies alone. Many companies were established for 
transacting life assurance and annuities were sold for much less than 
they could be given for if the companies were to be really solvent. The 
promoters often opened imposing offices, advertised extensively, col- 
lected large amounts and, in due course, disappeared. During a period 
of 44 years from 1824 to 1868, 285 life offices were formed in England 
of which 174 ceased to exist for various reasons by 1870. During the 
decade following i860 a large number of indiscriminate amalgama- 
tions of companies took place. High prices were paid for taking over 
the business of smaller and even unsound companies. Bad manage- 
ment and bad selection of lives became the order of the day. The 
result was that a large number of insurance companies, including some 
of the very well-known ones and with wide ramifications of business, 
went into liquidation. 

The failure of the Albert Life Assurance Company in August 1869 
caused great consternation throughout the world of life assurance 
owing to the far-reaching consequences of the disastei . This company 
was founded in 1838 and, during its existence, it had absorbed no less 
than 26 other Life Offices. For a long time there had been a deficiency 
in its funds on account of the reckless manner in which the office 
had been managed. This circumstance, however, came to light only 
on the death of the manager in 1868. A searching investigation was 
made into the cause of the failure, which, it was found, was mainly 
due to the large sums paid away for acquiring the business of the 
numerous offices which had been transferred to the Company. The 


31 



Company had opened a gorgeous office in Calcutta in i860 and, “a 
chummy, sociable*and popular agent” sold life assurance and annuities 
to whosoever wanted it. 

The “Medical, Invalid and General” was amalgamated with 
“Albert”, and the powerful combine opened branch offices at Bombay, 
Madras and penetrated throughout the “occupied land”. 

Its connections in India due to taking over of the 3 companies 
was so large that it received one-third of its premium income from this 
country. It advertised that all its Indian income was used to increase 
its investments in India; in fact it was remitted to England until the 
Calcutta Directors refused to continue remittances. This caused 
financial stringency at Head Office. It was not until the Board was 
confronted by a committee of Indian policyholders that it was forced 
to take the situation seriously and the reality of the situation was 
brought home to them. The Directors then instituted an independent 
actuarial investigation and the report made them realise they must 
apply for a liquidator. The ‘Albert’ in its failure, brought down 26 
offices which it had absorbed, not all of which were insolvent at the 
time they were taken over, sending numerous families to misery and 
ruin. 

The Albert was not the only one that failed either. The “European”, 
always a close rival to the Albert likewise impoverished thousands of 
policyholders in England and India when it foundered in 1870. 
Missionary Societies, too, had a precarious existence. Many of them 
went into liquidation owing to indifferent, inefficient administration 
and defalcation of funds. These failures led to the passing of the “Life 
Insurance Companies Act, 1870”, by the British Parliament. Earlier 
in 1853 the British Parliament had appointed a Select Committee 
to report on Assurance Companies, mainly due to the social con- 
sciousness aroused by the Press. The recommend ations of the Com- 
mittee were, however, shelved at that time. The Act of 1870 and the 
further Act passed in 1872 made it compulsory for the new companies 
to deposit £20,000 with the Government and to keep separate accounts 
of life*business etc. The Acts tried to “rid the industry of its evil prac- 
tices and to make the same more serviceable to the society and to the 
nation.” 
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Proposal for A Government Company 

The progress of Life Assurance in England was being watched with 
keen interest m India and there arose a demand here that the Govern- 
ment of India should start an insurance company for insuring Indian 
lives Government Spokesman lost no time in declaring that the sug- 
gestion was impracticable as the Government did not have adequate 
statistical information regarding mortality of Indian lives and it was 
difficult to find the correct age of Indians. It was also argued that 
Indians themselves did not want insurance. As only a few would join 
such a scheme the venture would be uneconomical, the expenses of 
management very heavy and the resulting failure would bring dis- 
credit to the Government. 

The proposal for a system of Life Assurance to be conducted by the 
Government was made by Sir Richard Temple, Finance Member of 
the Government of India. He had called for local opinion and practical 
suggestions. Mr. D. R. Lyall, District Magistrate of Dacca asked 
Sri Dinanath Sen, Headmaster of the Dacca Normal School, for 
suggestions as he was known to be interested in the subject. Shri Sen 
submitted a detailed memorandum containing interesting observations, 
some of which are reproduced below, as they depict a vivid picture 
of the then prevailing conditions : 

“It is hardly possible to exaggerate the importance to the native 

community of the proposal which if adopted by Government 

would be felt to be a boon by a very considerable section of the people.” 

“About 1 86 1, myself and some of my friends felt disposed to insure 
our lives; but on enquiry we found that no company would take us in. 
Then in, 1868 having learnt that Albert had commenced to assure 
native lives some four or five of us insured our lives for sums varying 
from Rs. 2,500 to 10,000. Many others also were desirous to do the 
same, but being more prudent and hesitating, they took time to make 
up their minds or wanted to see how our adventure turned out. But 
within a short time Albert collapsed and the consequence was that 
even those who had made up their minds to insure their lives imbided 
a strong prejudice against the whole affair and there were not wanting 
among our friends many who taunted us for having entrusted our 
money to a foreign company of whose affairs we were entirely ignorant. 
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“Some of us have again insured our lives at the Office of a great 
English Assurance Company mainly because that company was 
among the first to pome forward to take in native lives. Of course we 
are not in a position to be able accurately to estimate the probable 
stability of any European company and secondly we cannot feel any 
great confidence in the safety of our investments. 

“Most men of our class i.e. descendants of high-caste and respect- 
able families, but of reduced means, are so peculiarly circumstanced, 
that insuring their lives is a most urgent necessity with them . . . under 
such circumstances, if the Government were to lend the security of 
its name to some system of Life Assurance, and a short time were to 
elapse to enable everybody to see into the matter, almost the whole 
of this class of men constituting more than 90 % of those who receive 
an English or other kind of education, are sure to insure their lives 
and consider the measure as a very great favour extended to them 
by Government. 

“Being born Bengalis, they must generally, conform to the usages 
of Bengali society . . . the donations, feasts, ceremonies and poojas. 
However innocent or useful they may be in themselves, they are wrong 
and hurtful, inasmuch as they entail so much unproductive expendi- 
ture, and encourage or compel living beyond one’s income. But 
though their enormity may be patent to us, we can only reduce them 
by-and-bye, along with a general diffusion of intelligent education. 
We cannot avoid them altogether and all at once. Surely it is worth 
the while of the Government to make this class interested in its pros- 
perity, by one more tie, if that can be easily done, by undertaking 
the business which, in other countries private companies carry on 
for profits. 

“If adopted by the Government the measure will have much 
the same appearance as the provision which native gentlemen used 
to make for the families of their deceased servants. In India, it is 
understood to be the duty of an Employer that he should make some 
provision for the families of his deceased servants. That the British 
Government does not do what native gentlemen used to do in that 
way, only detracts so much from its popularity, and is believed to 
arise from want of sympathy with the people, by those who do not 


34 



know that in England also Government does not generally make such 
provision. 

u The minimum limit of Rs. 500 suggested * in the questions 
circulated by Government seems to be rather high. Why not make it 
Rs. 250, to meet the case of those who most urgently require the 
provision of insurance? The maximum may well be Rs. 30,000. If 
Government undertake the business the more lives that insure the 
better, then why exclude pleaders, Mukhtiyars, small Zamindars and 
merchants, who are exactly the same class of men as Government 
Servants ? 55 


35 



3 


BIRTH OF “INDIAN” INSURANCE 


The failure of Albert and other companies spread gloom all over. 
The Government, too, was quite apathetic to ideas of starting State 
Insurance. However, hope and promise often spring from depression 
and gloom and to quote the Silver Jubilee Souvenir brought out by 
Indian Life Assurance Offices Association : 

“Notwithstanding the opinion of the Government of India, some 
influential citizens of Bombay decided to form Indian Companies 
themselves, so that the controlling of the business would remain in 
their own hands instead of the speculative promoters in England. 
They also intended to accept Indian lives freely on the same rate as 
the European lives in India. 

“On 3rd December, 1870, seven earnest men of Bombay with just 
seven rupees for initial expenses gave shape to a plan of offering 
insurance to the public without the risk of ruin and the Bombay Mutual 
Life Assurance Society came into existence. 

“The first Articles of Association of the Society gave expression 
to the lofty ideals and selfless ideas of the promoters, in the following 
words : 

“All the affairs and every transaction of the Society must be open 
to the most minute inspection of every' member. Each member may 
take part in the management. Business to be conducted with the 
strictest economy. All profits that may acrue must be awarded ex- 
clusively to those whose contributions have caused them and to each 
in due proportion to his contribution.” 

A number of authors and authorities have eulogised this great 
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event and the following quotations would bring out properly the 
exact significance of the same. 

Shri N. G. Samaddar wrote in 1938 in his book “Some aspects 
of Life Assurance” : “But the first Indian Company known as the 
Bombay Mutual open to the public irrespective of colour and creed, 
was founded in Bombay in 1871”. Dr. R. M. Ray in his thesis “Life 
Assurance in India” (1940) stated, “the year stands out as a landmark 
in the history of Indian Insurance, s^na’Tt’ng early period of pioneer- 
ing attempts at life assurance from the subsequent period of steady 
development”. From the “Insurance and Banking Souvenir” published 
in 1954, we read • “The first life policy in India was issued perhaps 
some 150 years ago and that too on the life of some European. The mass 
illiteracy on the one hand and poverty on the other coupled with the 
anti-insurance attitude of Muslims remained outstanding impediment 
to the growth of insurance business in the country . . .w ith the flotation 
of the Bombay Mutual m 1871 ... . the stage w r as set for Indian 
insurance companies to w'hich an impetus w as given by the dejection 
and dis-appointment caused by the Political Reforms of 1892 which 
fell far short of people’s aspirations.” 

Prof. O. P Bajpai feels that “re-action to this sad state of affairs 
was seen in Bombay. The people there decided to introduce principle 
of co-operation in the organization of insurance business and also 
it w'as decided that the conditions of granting insurance protection 
would be the same as w r ere applicable to Europeans This desire 
culminated in the establishment of the Bombay Mutual Life Assurance 
Society.” That critical student of the history of Indian life insurance 
companies, Shri B. N. Sahasrabuddhe, asserted in 1947 : “It w'as only 
with the advent of the Bombay Mutual and the Oriental that all 
insurers, almost without exception all of them foreigners, wherever 
they may have established, had to revise their policy and to admit 
Indian lives without making any discrimination.” 

Dr. A. N. Agarw'ala has written in his famous book “Insurance in 
India” : “Till the 70’s of the Nineteenth century insurance had found 
no real place in the scheme of things and only certain European Com- 
panies operating in parts of India did life insurance business on some 
scale. But Indian enterprise in this sphere later began to expand and 
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some of the stalwarts of the present century were established. The last 
three decades of the 19th century saw the Bombay presidency wresting 
initiative from the -Madras Presidency in this direction. The powerful 
Bombay Mutual (1871), Oriental (1874), Empire of India (1897), all 
of which came to occupy position of pride and importance in India 
later, were started in the Bombay Presidency during this period.” 
In the opinion of Prof. S. P. Sharma, the formation of Bombay Mutual 
“represented the dawn of Indian proposition, promotion and manage- 
ment. It insured Indian lives at par with European lives. There was no 
paid management and proper valuation was paid great attention to. 
Profits went to the Policyholders.” In a speech in 1942, Dr. PattabBi 
Sitaramayya traced the growth of Indian insurance “since its beginning 
in 1870.” The eminent actuary Shri G. S. Marathe in his historical 
speech in the same year, declared “Indian Life Assurance has been 
in existence for over a century, but its practical career began in 1870 
with the establishment of the Bombay Mutual, to be followed by the 
Oriental.” 

Bombay Mutual 

In the atmosphere of gloom and uncertainty Mr. George Augustus 
Summers, Assistant Registrar of the Bombay High Court, took a decisive 
step and gathered six of his personal friends around him on the 3rd 
of December, 1870, when the idea of forming of an insurance company 
took birth. These gentlemen had insured their lives in the “Albert” 
and the “European” and by the failure of these companies they felt 
themselves victimized, and resolved to form a Mutual Life Assurance 
Society for the benefit of the residents of Bombay and the Mofussil. 
In his first speech to the members of society Mr. Summers said : 

“The recent sad failures have taught a wholesome lesson; for they 
have had the effect of making the public very properly pause and 
reflect when they have met with such announcements as ‘Extraordinary 
Bonuses’, ‘Special Privileges’, ‘Peculiar Features’, etc. 

“They do very well for ingenious advertisements or prettily got up 
little '’show-cards, with Almanac attached, but fortunately with past 
experience so prominently before us there are few thoughtful men 
who will venture on a life-long bargain with any assurance office until 
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they have satisfied themselves by first comparing the glowing promises 
of the prospectus with the figures of the balance-sheets. Government 
may do something to protect the unwary, but the real safeguard of 
the assurer is in his own hands, if he will only take the precaution never 
to entrust his money to the keeping of an office which denies him the 
liberty of examining its accounts and then judging for himself. Only 
recently we have read of the failure of one of these institutions, which 
has been the cause of widespread beggary and misery, a failure too 
which almost immediately followed the Actuary’s report that the 
society was in prosperous condition.” 

In India there was no legislation corresponding to the Life 
Insurance Companies Act 1870 in England. During the 19th century, 
no Act was on the statute book in India regulating insurance, which 
was little developed, but an Act was passed for the registration of 
assurances. The relevant Bill was referred by the Legislative Council 
of India to a select Committee in February i860. This Bill was 
mentioned as the fifth bill pending before Legislative Council of India 
during the year 1861 and as the fourth bill pending before said Council 
in 1862. Eventually the bill was passed and the Governor General 
gave his assent on 24th March, 1864 to Act (No. XVI) for the registra- 
tion of the assurances. A Registrar General was appointed with 
Deputy and District Registrars under him and a code of rules w as 
drawn up for carrying the Act into effect. 

Voluntary Business 

The Bombay Mutual came up the hard way. The early history of the 
Society illustrates difficulties of the times. To the zealous men who 
founded the society, the success of a Mutual Office looked a wild-goose 
chase as in their first, historical meeting of the 3rd December, 1870, 
they resolved that the scheme would be allowed “to pass into oblivion” 
if before March of the following year it was found impossible to obtain 
the co-operation of twenty-five other members. Fortunately, by 
March 21, 1871, forty would-be members were enrolled, with the result 
that the “Bombay Mutual Life Assurance Society” came into being 
with the Memorandum and Articles of Association duly drawn up and 
its registered Office in Bombay. For all intents and purposes, there was 
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a Registered Office but all the members being honorary (only the bill 
collector and Cashier being paid), there was no fixed address and the 
Office per force had to be where the Honorary Secretary was for the 
time being. Thus, the Registered Office for most part alternated be- 
tween the Government Secretariat and the Military Accounts Depart- 
ment. Those who attended the first meeting of the Society were : — 

George Augustus Summers, Assistant Registrar, Bombay High Court. 

George Gahagan, Mechanical Engineer. 

Nathaniel Spencer, Third Judge, Small Causes Court. 

David Ebonzer Gostling, Architect & Engineer, Bombay. 

John Felicin Vaz, Assistant, Military Department, Government 

Secretariat. 

William Walter Burns, Assistant, Account General’s Office. 

Nana Bapu Joshi, Assistant, Chartered Bank of India, Australia 

and China. 

The first Office bearers comprised of George Gahagan, Chairman; 
Nathaniel Spencer, Director and Secretary; Nana Bapu Joshi, Auditor. 
The Joshi family appeared to have been closely associated with the 
early activities of this society since two other brothers of Nana Bapu 
viz. Bhaskar and Vinayak were also amongst the first members. 
Dr. Atmaram Pandurang Tarkhad was another of the first members 
and one Janardhan Dhanjudar is mentioned, at some places, as one of 
those who attended the first meeting. 

The success that attended the efforts of the Society in the first week 
of its existence was pleasantly surprising. In the first seven days, 
policies involving a liability of no less a sum than a lakh of rupees were 
issued. The prudent members could not help asking as to what would 
happen in the event of any claim arising before sufficient reserves have 
been built up out of the premiums. To dispel all doubts and distrust, 
the seven valiant heroes, not to be dismayed by this poser, gave an 
undertaking to all members that if in the first two years a policy be- 
came a claim then they would, from their private purses, make good 
the Shortfall upto Rs. 5,000. What selfless service and what a noble 
ideal! It happened that they were never called upon to make good 
their guarantees as no claim was registered until 1874. When the lime 
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NANA BAPU JOSHI PT. ISHWAR CHANDRA VIDYASAGAR 

came to meet a claim in the following year, the funds of the Society 
were more than amply sufficient to cover it. The first claim was for 
Rs. 3,000, on the life of Shri Balkrishna Morba of the Accountant 
General’s Office. 

The circumstances under which the Society was formed weighed 
upon the policies followed by the promoters for a long time which was 
one of extreme caution. Thus, in the Director’s Report for the year 
ending 31-12-1893, the business position is described as : 

“During the year that has just closed, we have issued eleven policies 
(405 to 415) to as many assured and have thereby granted assurances 
to the extent of Rs. 34,000 and are realising a sum of Rs. 1,622 . 1 1 as 
annual premia on them. One of these policies, however, is the result 
of one of our policyholders having surrendered his policy for 
Rs. 10, poo and having taken in lieu of the one so surrendered an- 
other for Rs. 5,000.” Another paragraph from the same report 
illustrates the typical language then prevalent. It states : “White this 
report was in preparation, we received a melancholy intelligence of 
the death of our colleague Mr. Narayan Pandurang. Mr. Narayan’s 
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connection with this Society dates from March 1872, and his seat on 
the Directorate from the year 1875. All through the period embraced 
by these dates and -the present he took a lively concern in the welfare 
of the Society and did much to promote its interests”. Since the Society 
was a mutual office, these reports used to be addressed to the Policy- 
holders. 

The report for the year 1895 gi yes the business position as 9 lives 
and Rs. 19,000 sum assured. The Society had to meet four claims for 
a total of Rs. 10,000 in that year and four other policies were sur- 
rendered for a sum of Rs. 7,682-1-3. The Directors have added, “in 
connection with the former of these payments we would again urge 
upon the attention of those policyholders who have taken out policies 
for the benefit of wife or of wife and children or of any of them, that, 
it is absolutely necessary in accordance with the Married Women’s 
Property Act 1874 to appoint special Trustees to receive the amount 
of the Policy”. The same report also provides the first indication of the 
desire on the part of the Directors that some efforts should be made to 
secure more proposals. Till then the society appears to have de- 
pended entirely on the voluntary business that came its way. The 
Directors have said, “while the comparison, we have now instituted, 
indicates a gratifying progress, we feel it incumbent on us neverthe- 
less, to add that it would have been decidedly greater and more 
marked, if all our policyholders, instead of only the few who did so, 
had brought in fresh members to the Society. And we, therefore, ask 
you to aid us in increasing our membership and, in doing so, benefit, 

( 1 ) yourself by earning commission on the business brought in, and 

(2) those insured by providing at their death a safe and sure provision 
for their families”. 

Caution, More Caution. . . . 

The economic management and mutual nature of the society enabled 
it to show appreciable accumulation of surplus. In the Articles of 
Association embodying the constitution of the Society, bonus at the 
rate <$f one per cent per annum of the sum assured was guaranteed to 
all the members. Accordingly for the first 25 years it was added to 
the face value of each policy for each year’s premiums paid. By 1895, 
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barely 25 years after its foundation, it was found that the membership 
of the Society had sufficiently increased, and the surplus accu- 
mulated to such an extent that the Board of Directprs after securing a 
valuation report in London and with the consent of the members, 
found it expedient to refund 15% of the total premiums paid How 
pleased the members must have been to receive such a large and 
unexpected Bonus’ 

In 1 899 the Society decided to seek outside help for expanding its 
business. In the month of August formal approval was given to employ 
canvassers. This was done in several instances and they had one at 
Ahmedabad, another at Surat and third at Calcutta and fourth at 
Bombay. The Directors, however, regretted that “upto the present time 
( 1 900) the canvassers have not been able to show any tangible results. 
In close connection with this matter of canvassers question had arisen 
as to whether an individual who without extraneous influence, assures 
his life with us, can be regarded as having induced himself to join the 
society and thereafter be allowed the usual commission on his pay- 
ments of the premium We would ask for an expression of opinion on 
this point to enable us to deal with the applications of this nature”. 

The company has been keeping to its nominal growth only In 
1908 when it had resolved to appoint a whole-time Manager on a 
salary of Rs. 200 per month, with two clerks at Rs. 40 each, the 
proposal was not supported ‘at the present juncture of affairs’. The 
employment of paid canvassers was also not advocated in that year. 
It was only in 1916 that the company accepted the offer of Messrs. 
D.J. Caddie & Co. to act as sole canvassing agents of the Society 
throughout India. This agreement had the happiest effect on the 
volume of business introduced for acceptance. The society was able to 
place on their books 63 policies assuring Rs. 1,03,000 in the year 1917 

Thus until 1916, the Society did not step up its activities to secure 
business but depended only on the voluntary desire of the insurance- 
minded public to come within its fold. The policy adopted by the 
founders of the Society and by those responsible for its direction, was 
characterised by a spirit of “caution, more caution and still *more 
caution”. Ample proof, that this policy of caution had never been 
abandoned and of the extent to which it had justified itself was af- 
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forded by the sound position of the society referred to earlier. Ii was 
not to be wondered at, therefore, that every one of various actuaries 
who were invited at five yearly intervals to assess the society’s assets 
and liabilities should have found its financial position highly satisfying. 
Happily, the members also realised the advisibility of expanding the 
business and*make known the extremely advantageous terms on which 
assurances could be effected in their office, owned and managed by 
themselves. The situation changed considerably after the second de- 
cade of the 20th century. The distinguishing features of the society 
were the fact that the whole of its funds were retained in India and 
“equal advantage to all members — Europeans, Parsees, Hindus and 
Mahomedans —profits divided every five years” as proudly announced 
by the society in a number of its annual reports. 

1870-1874 

The year 1870 was a memorable year in more ways than one. From 
this year onwards acceleration in the development of Bombay City 
became most marked. It was greatly facilitated by the opening of 
Suez Canal in that year which revolutionised shipping business and 
made practicable the weekly transit of Mails from Europe to India in 
a very much shorter time. In the same year direct submarine cable 
was laid from Suez to Bombay and India came in telegraphic link 
with the West. The Bombay Mutual heralded the dawn of Indian 
Life Assurance and Bombay witnessed hectic activity in every sphere 
of administrative, civic and economic life. The New Bank of Bombay 
had already started functioning in 1869. The formation of Bombay 
Port Trust in 1870 was followed by the appointment of its first Board of 
Trustees in 1873, and laying of the foundation stone of the Prince’s 
Dock by the Prince of Wales, two years later. Tram lines were laid in 
the wake of the first Municipal Elections in 1873. Sanitary conditions 
improved, trade developed, industries progressed, commercial houses 
sprang up. A prosperous cosmopolitan population swarmed the 
metropolis. In 1874 Mr. Duncan MaLauchlan Slater with charac- 
teristic foresight and considerable enterprise launched India’s first 
purely national proprietory office. —“The Oriental Government Secu- 
rity Life Assurance Company Ltd.” 
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As recorded by Mr. Slater himself in 1897, lt; was the father of H E 
Lord Sandhurst, G G I E , Governor of Bombay, ,who first advised 
him, soon after his arrival in India in 1866, to establish a native Life 
Assurance Company. General Sir W R Mansfield, KGB, was the 
Commander-in-Chief of the Indian Army at that time He, too, ad- 
vised Mr. Slater of the many advantages “especially to Native Races 
in India of a Life Assurance Company established in the land for their 
benefit.” Mr. Slater had added : “No Life Assurance Company has 
succeeded so well as the ‘Oriental’ has done, although its constituents 
are chiefly natives of India The advantages the natives have derived 
from the Oriental are unique, when it is remembered that English Life 
Assurance Company did not care to insure native lives at all up till 
1866 and, if they did, it was at increased rate from 15% to 20% This 
was all swept away with the establishment of the ‘Oriental’. The 
English companies foretold that it was only a question of time that the 
‘Oriental’ would succumb, as no sound company could take native 
lives at the same rate as those of Europeans and live! This gloomy pro- 
phesy has long since been exploded No one ventures to repeat it now 
and the same companies are doing actually what ‘Oriental’ did from 
its foundation in 1874.” 

The idea of encouraging Life Assurance in India by starting com- 
panies over which the Indians would have full control found its birth 
after the failure of the ‘Albert’ and the ‘European’ The ‘Bombay 
Mutual’ was the first offshoot of this idea, but as seen earlier, even the 
public of Bombay were not aware of its existence because of its ex- 
tremely conservative policy and, thus, its formation had chiefly a 
historical significance for a long time. The ‘Oriental’, on the other 
hand, proved to be so aggressive in its development activities that for 
another twenty years no one thought of floating any new Insurance 
Company. 

Between 1870 and 1874, two companies appear to have been 
established. The Directors’ report of the ‘Bombay Mutual’ for the 
year 1876 states “one member who had applied for a policy of 
Rs. 10,000 has been re-assured in the ‘Indian Life Assurance .Com- 
pany Ltd.’ for a period of five years to the extent of Rs. 5,000.” The 
‘Indian Life’ was founded in 1871 with its Head Office at Meerut in 
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the United Provinces. The only other reference to this Company is in 
the Centenary Volume of the ‘Standard Life Assurance Company’, 
which indicates that the ‘Indian Life’ was absorbed by the ‘Standard’ 
in 1878. The business involved was comparatively small being 444 
policies for total sum assured of £1,72,265 an d 29 annuities for 
£1,264 in all. 

Pandit Ishwar Chandra Vidyasagar, of halkwed memory, a noted 
social reformer and educationist founded the ‘Hindu Family An- 
nuity Fund’ in June 1872 in Calcutta. This company was started pri- 
marily to give financial help to Hindu widows and orphans through 
annuities. The rules of the fund, printed in 1872, stated inter alia : 
“That the object of the fund shall be, by voluntary donations and by 
subscriptions, to provide for the maintenance of the parents, widows, 
children and other relatives of Hindu inhabitants of Bengal proper, 

who shall subscribe to it ” The Hon’ble Dwarkanath Mitter of 

Bhowbanipore, and Pandit Ishwar Chandra Vidyasagar of Calcutta 
were the first Trustees of the fund. The fund was inaugurated in a 
public meeting held in Calcutta under the Presidentship of Hon’ble 
Dr. Mitter, a Judge of the High Court of Calcutta and a scholar and 
public man of repute. In the beginning, apart from the Board of 
Directors the Fund had a Board of Trustees. The history and growth 
of the Fund was in some ways the history of the public life of Bengal 
for over 80 years and a galaxy of public men were associated with the 
same. The affairs of the fund w r ere conducted entirely by honorary 
directors and the fund maintained its individuality right through. 
The new business underwritten in 1954 was Rs. 63 lakhs. 

The Oriental is Formed 

The ‘Oriental’ first saw the light of the day with none too comforting 
situations because public faith had been severly shaken by the disas- 
trous failure of two foreign Companies. But the urge for “An Indian 
Company for Indians” was not to be denied, and Mr.- Slater’s quick 
response to this demand combined with his keen perception of the 
adviqp received by him resulted in the formation of the ‘Oriental’. He 
foresaw the key role Life Assurance was destined to assume in Indian 
economy and set about to introduce it in an organized manner. The 
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response to his efforts was spontaneous and, on the 5th of May, 1874, 
the ‘Oriental’ was formed with an authorised capital of Rs. 10,00,000 
of which Rs. 1,50,000 was subscribed The first Board of Directors 
consisted of : — 

Gumroodeen Tyabji, JP, Member of the Bombay Corporation, 

Solicitor, Chairman 

Raghunath Narayan Khote, IP, Member of the Bombay Corpo- 
ration, Merchant. 

Jehangir Rustomjee Mody, Merchant. 

Pherozeshah M. Mehta, Barrister-at-Law. 

There were eight other rich and influential persons who lent their 
names to the promotion of the Company 

Writing in the year 1893, Mr. Slater felt satisfied “that a scheme 
of Life Assurance Business, which should recognise these broad facts; 
which should remove native distrust by keeping the management and 
the funds in the country and under local control, enlist the sympathy 
of natives by giving them full share in the Directorate, enlist their 
patriotism by a perpetual object lesson in thrift and the provision for 
families after death-involving as it would the fulfilment of pious obli- 
gations, inability to discharge which is with them a calamity almost 
greater than starvation itself — and, above all, which should bring Life 
Assurance within the reach of their modest incomes by placing ap- 
proved native lives on the same footing as English lives in this country 
— an Institution such as described would be bound to succeed.” 

The opposition encountered from the established English com- 
panies was great and forecasts made about the future of the ‘Oriental’ 
were most gloomy. The promoter was ridiculed by some as one who 
might, after such feat as the assimilation of Native to European lives 
in this country, hope for election to the Presidency of the United 
States! 

The first and the foremost endeavour of the company was to make 
genuine efforts to provide security to policyholders and re-establish 
their faith in insurance, and as such it had a clear objective of making 
sound investments, which meant for the most part investments in 
Indian Government Securities. The name “Oriental Government 
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MINUTES OF THE FIRST MEETING OF THE BOARD OF THE ORIENTAL 



Security Life Assurance Company Ltd.” bore an eloquent testimony 
to this 

Having regard to the interest of policyholders, certain definite and 
original rules were formulated by the company m its Articles of Asso- 
ciation to remedy the defects that existed in the methods of European 
companies already at work in the country. Thus, “m .addition to 
providing policyholders with a controlling interest, provisions were 
made in the constitution of the company, strictly prohibiting amal- 
gamations and furnishing the highest order of security for its engage- 
ments; giving a fixed monetary value for every premium paid, by 
investing 80 per cent thereof in Government securities in trust for 
policyholders as their sole property to meet payment of claims, by 
shareholders and policyholders appointing their own trustees, audi- 
tors and consulting actuary to protect their respective interests, by 
funds being invested in Government securities only, and remaining m 
India so as to afford absolute safety to both shareholders and policy- 
holders.” 

To give a distinctive character to the new institution the Oriental 
adopted interesting innovations in its practice. Along with its annual 
report, it issued “Audit Sheet” of life assurances m force during the 
year under review. This sheet gave the numbers of the policies issued 
with the initials of the policyholders and complete information regard- 
ing each policy It even went to the length of showing proportion of 
each premium invested in Government Security. The first of these 
sheets dealt with ioi policies insuring Rs 3,14,000 As a means of 
instilling confidence in the minds of the public regarding the stability 
of the company, this system was probably unparallelled. It continued 
for some years but had to be discontinued as it began to assume un- 
gainly proportions on account of rapid expansion of the company’s 
business. 

The directors also included in the Articles of Association a clause 
providing for the distribution, over a period of years, of the preliminary 
expenses incurred in floating the company such as advertisement, 
printing, brokerage, furniture, travelling expenses, commission, and 
other incidental disbursements. They were, however, able to look at 
themselves with great satisfaction for being in a position to include 
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the whole of such expenses in the accounts for the first year itself. It 
was remarked at* the first meeting of the shareholders that the outlay 
incurred was the lowest for any proprietary life assurance company in 
the world and that the total expenses were only 80 % of the first year’s 
income. It is worthy of note that not until the fourth year of the com- 
pany were the directors called upon to announce the payment of any 
claims so that in this respect fortune certainly smiled on the promoters 
as in the case of the ‘Bombay Mutual’ . 

The company had a most unpretentious start with its first office in 
a small room at No. 8 Elphinstone Circle, Bombay, at a monthly rent 
of Rs. 40. In such modest surroundings Mr. Slater, with one assist- 
ant, first undertook the task and began to put to test those ideals, 
which have since proved themselves so worthy of their far-sighted 
originator. The ‘Oriental’ issued its first policy in August 1874 — a 
Limited Payment Whole Life Policy — on the life of one David Park, 
Esq., for Rs. 2,500. By the end of November, 1 874, 17 policies assuring 
Rs. 54,000 were on the books of the Company. Since its inception, 
the history of the company has been one of steady progress. By the end 
of August 1875, there were 95 policies assuring Rs. 3,14,000. These 
figures cannot but emphasise the fact that, from the beginning, the 
company appealed to and was taken seriously by the Indian public 
to an extent which no other company was fortunate enough to experi- 
ence. 



ORIENTAL BUILDING - BOMBAY 



THE ORIENTAL ERA 


Tt 

JL HE first ten years in the existence of a life assurance company 
constitute probably the most momentous and anxious period in its 
history. That, in the final year of the first decade of its existence, the 
Oriental was able to issue 1325 policies assuring over Rs 38 lakhs, 
had a total annual income of oxer Rs. 5,00.000 and funds totaling 
Rs. 10,50,000 and met 72 claims for nearly Rs 2,00,000 speak \ olumes 
for the pioneering efforts and capacity of the management, especially 
as, during that time, life insurance was practically unknown m India 
and was confined to a microscopic section of the population 

A Novel Experiment 

In the initial period, the ‘Oriental’ was the target of cnticism for 
its decision to accept Indian lives on the same terms as European lives 
It had long been the belief of the English Companies that, Indian 
lives, for the purpose of insurance, were “essentially and irrevocably 
inferior” to English lives in India. They also held that English lives, 
from their inherent superior health in the mother country, were 
bound to be equally superior even though living m this country. That 
the conditions of climate might disagree far more with the English 
than with the people of the country, that the social conditions sur- 
rounding the Englishmen here might have a similar adverse influence 
on their health was forgotten. The vital factor as regards longevity of 
temperate habits was equally lost sight of. For the first time ill the 
history of life assurance in the world, according to Mr. Slater, the 
early record of the ‘Oriental’ furnished a basis upon which it was 
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established that with proper (by no means over-rigorous) selection, 
Indian lives, so far from being insurably inferior, or merely equal to 
English lives were,* strange as it might seem, insurably superior. * He 
has, however, warned : “It is necessary to guard against any observa- 
tions here made having the effect, however remotely, of leading the 
natives of tfiis country to think that they had done or are doing all 
that is to be expected of them, to qualify them for complete equality 
with their European brethren so far as a healthy life is concerned.” 

It will be noted that stress has been laid upon discriminative selec- 
tion of native lives for the purpose of assurance. The lives that can 
safely be accepted for assurance by a company careful of its safety 
are those of selected classes of the community. Mr. Slater classified 
Indian lives into three main classes and he was all praise for the Parsees 
who constituted the healthiest class of insurable lives. 

The ‘Oriental’ set out to conquer unexplored territory and 
fashioned its career undeterred by gloomy predictions, vehement op- 
position and even contempt. Many of the life offices working in India 
at that time openly stated that nothing but disaster faced a company 
experimenting with such novel ideas. The ‘Indian Spectator’ of 18th 
February 1894 commented : 

“When the other companies stood aghast at what they supposed 
to be the magnitude of the risk in admitting natives to the benefits of 
life assurance, he (Mr. Slater) boldly launched a scheme, which is 
today bearing such fruit”. 

This achievement of the ‘Oriental’ assisted in no small degree in 
making many people contented and prosperous. It raised their level 
and enabled them to improve their position. Within a period of 
23 years after its birth, the ‘Oriental’ was doing an annual business 
of no less a sum than over Rs. 1 . 25 crores of rupees on the lives of not 
only European and Indian communities, but also Portuguese, Ceylonese 
and Burmese residents. No insurance company in India had, on its 
rolls, representatives of more nationalities than the ‘Oriental’. 

Mr. Slater has, therefore, rightly mentioned: “If, in the early days 
of the company’s existence, the founder of the ‘Oriental’ ever regaled 


*See Appendix III 
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himself with pleasant dreams of its prospects, his most sanguine wishes 
could not have carried him beyond the actualities of the present The 
project of assuring native lives was like taking a plunge into the un- 
known. He risked a great deal; he put a large stake upon it, but he 
won it all and more.” On this subject, the “Indian Mail” remarked : 
“As the Oriental Life Assurance Company is the first tha*t recognized 
our lives as something human and offered equal terms to both Euro- 
pean and Indian lives, it deserves every sympathy and encourage- 
ment from every Indian. . . . Its one feature alone must recommend 
it to every one in India viz The Oriental is purely an Indian Office 
having its entire management in India ” 

The first valuation report of the ‘Oriental’ was submitted in the 
year 1877 an d for this they had availed of the services of a well-known 
actuarial authority in the person of J Hill William, President of the 
Institute of Actuaries, London. By placing its affairs before the public 
in a short period of two years and four months, when the practice 
of most of the life assurance companies even in England was not to 
make a valuation until after a period of seven years, (during which 
period the proprietors were content to forego all dividends and the 
policyholders to receive no bonus) the ‘Oriental’ strengthened the 
confidence of those interested in its welfare. 

The success of the ‘Oriental’ has shown that, by perseverance and 
earnest endeavour, local conservatism could be overcome. There 
could be no doubt that, of all the Western ideas adopted in India, 
none had made greater progress comparatively than the system of 
life assurance in the last quarter of the 19th century'. Indians, how- 
ever, were given to philosophic doubts. In regard to life assurance they 
had, sometimes, to be reminded that, as with all that is human, nothing 
can be exactly foretold and nothing in the future is absolutely certain, 
unless it be death. One of the early constituents of the Oriental e\en 
doubted the very concept as is evident from the following riddle 

“Suppose that some of the living beings m this world be translated 
to the next alive without undergoing necessary death in any of its 
present forms, will you kindly let me know whether you wifi con- 
sider such translation and departure from this life of any of your 
Policyholders as their death and give the benefit of their Policies 
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to surviving relatives or not?” 

All that the authorities could suggest was the directors’ inability 
of insuring against- a transaction having to do with ideal and not real 
death. 

Success 

In those early days life assurance was looked upon as a sort of luxury 
that the well-to-do might indulge in. The founders of the ‘Oriental’ 
had, therefore, to conduct a campaign of education among their 
countrymen and to expect, as a true function of- the Government, 
encouragement for everything which is right and just. Unfortunately 
the British Government failed to appreciate properly that life as- 
surance was an important factor in enabling the country to emerge 
peacefully from the state of transition through which it was then passing 
as a result of the grafting of Western thought and habits upon the 
earlier Indian tradition and usage. 

The progress of the company during the first two decades can be 
seen from the following table : 


Policies issued 


Period 

Years 

Number 


Amount 

1874-1876 

2 

292 

Rs. 

11,07,250 

1877-1881 

5 

2,181 

Rs. 

74,85,450 

1882-1886 

5 

7» 1 33 

Rs. 

2,00,48,300 

1887-1891 

5 

8,712 

Rs. 

2,41,68,900 

1892-1896 

5 

1 5> 1 60 

Rs. 

4,14,63,882 


The percentage of completed business to the proposed business during 
this period appears to have been around 75. 

The closing years of this period were chiefly marked by the 
incident of the great Bubonic Plague of 1895, 1896 and 1897 — a 
catastrophe that greatly concerned all the insurance companies 
operating in India. This epidemic was responsible for the death of 
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thousands of Indians and the daily mortality was such as to make any 
previous visitations of this nature trivial in comparison. 

The ‘Oriental’ being an Indian company was naturally closely 
concerned with the problems of sanitation and housing, the main 
causes of the disease. It approached Government with a view to find 
means to improve the mode of living of the people in big*cities. From 
the insurance companies’ point of view, since the plague was largely 
confined to the poorer people the threatened catastrophe was not as 
devastating as it appeared to be The Oriental had lost only seven cons- 
tituents for sums aggregating Rs. 15,188 due to the great epidemic. 
Nevertheless, many companies were fairly hard-hit Advantage of this 
fact was taken by certain unscrupulous people to discredit insurance 
companies in general about their stability The ‘Oriental’ was not 
exempt from such attacks but, fortunately, it was m a position to give 
figures in the press refuting all attempts to malign it. 

Mr Slater could proudly declare that “the India of 1897 is no 
longer the India of the time of the Great Mogul, nor even of the time 
of Warren Hastings, or of Lord Dalhousie. Education, the administra- 
tion of justice, the establishment of railways, telegraph and the postal 
services, the du urp ru.. . of commerce, the organisation of industries, 
and a variety of like agencies and influences are leavening the teeming 
millions of this great Empire into a nation capable of appreciating the 
modern comforts and conveniences of life; amongst them the benefits 
of life assurance ...” 

The establishment of the Oriental, as claimed by Mr. Slater, was 
conducive to later marriages in the Indian community, the proper 
understanding of the opium question in India, as also a correct know- 
ledge of the actual epidemic mortality amongst the assured in the 
company. 

It is little wonder, therefore, that public confidence in insurance in- 
creased in general and in the Oriental and its management in particular. 
It ensured for the company an unassailable position in the forefront 
of Indian insurance and for many years the story of the growth of 
the ‘Oriental’ became a history of Indian insurance. On the occasion 
of the Golden Jubilee of the Company, a gerdcruc.r. remarked “The 
Oriental is Indian Insurance”. The first ‘Year Book’ published by the 
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Government in the year 1914, states: “It will be seen that totai amount 
of the investments and other realiseable assets of Indian companies 
was worth nearly six crores of rupees; more than two-third of this, 
however, represents the investments of one company, namely the 
‘Oriental’ of Bombay”. Shri Sahasrabudhe has rightly called ‘'Oriental” 
as the “KoMnoor” amongst Indian Life Offices, the 'prime prop’ of 
Indian life assurance business. 

Some Pioneers 

Mr. David Gostling was a founder director of the Bombay Mutual. 
Later, he was the Chairman of the company from 1890-1907. He 
helped Mr. E. Allum in floating the “Empire” and served the com- 
pany as a director. Mr. Gostling was an architect by profession and 
a man of very fertile brain and varied interests. The City of Bombay 
has more to remember him than by the buildings he designed; for it 
was largely due to his foresight that the present Hydro-Electric Power 
Scheme for providing the city with electricity was started. The nam- 
ing of one of the lakes in the Hydro-power scheme after him was a 
fitting recognition of his services. Apart from his public work, he was 
interested in aeronautics. As long ago as 1880 he started designing 
and constructing an aeroplane — a work which was his life-long hobby. 

Mr. Duncan McLauchlan Slater first came to India in 1866 and 
it was not long before he made himself an indispensable figure in 
commercial circles. He was a Fellow of the Institute of Actuaries and he 
represented more than one Company in Western India. He was widely 
known as an insurance official of unusual ability and zeal. In a short 
time of eight years he realised the opportunities that existed in the 
insurance field in India and the ‘Oriental’ was born. Apart from the 
amount of work he put in for the infant institution, of which he was the 
father, Mr. Slater found time for other interests related in one way or 
the other to the business close to his heart. He was a frequent 
contributor to the Indian press on business topics. He had also written 
several monographs of interest and instructional value. In this respect 
he ranked high as an educationist in insurance and was a publicist 
of considerable ability. His recommendations to Government for the 
growth of life assurance and education of the masses for overcoming 
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DAVID GOSTLXNG 


D. M. SLATER 


the obstacles of innate conservatism were recognised as of immense 
value. Mr. Slat6r was also particularly interested in the anti-opium 
agitation to study -which a commission was formed in the year 1893. 
In appreciation of his varied contribution, the Indian press hailed 
him as a suitable person for conferring some public honour. Mr. 
Slater, unfortunately, did not live long enough to figure in the honours 
list. He died at the age of 61, still in harness, devoted to the interests of 
the company of which he was the original promoter, actuary and the 
manager. 

Shri Cumroodeen Tyabji was the first Chairman of the Board of 
Directors of the Oriental and his keen interest contributed much to 
its success. He came of a family of the Sulemani Bohra community 
originally settled in Cambay. He was born in 1836 in Bombay, where 
his father, who was the proprietor of Messrs. Tyabji & Co., migrated. 
The firm rose to a position of considerable business eminence and 
prospered not only in Bombay, but in Karachi and in Far East and 
West, as well as in China and London. Cumroodeen went to England 
in 1851 where he passed his examination as a solicitor in 1858. He had 
the distinction of being the first Mahommedan Attorney in Bombay 
which raised the interesting question as to whether the oath should be 
administered on the Bible or on the Koran, the decision being taken 
in favour of the latter procedure. As a recognised leader of his com- 
munity, he devoted great attention to the cause of education and 
promotion of charitable organisations. He was also instrumental in 
the foundation of “Lodge Islam” opened for the exclusive initiation 
of members of his sect. In the civic sphere he was honoured by being 
made a Justice of Peace in 1863, a Fellow of the Bombay University 
in 1876 and was nominated by Government in 1874 as a member of 
the Municipal Corporation. He was a Director and Chairman of 
several Spinning, Weaving, Cotton Pressing, Fire Insurance and other 
Companies. The Oriental was fortunate in having him as the first 
Chairman of the Board of Directors, from 1874 to 1889, the year of his 
death. 

Sir Pherozeshah Mehta was one of those figures in Indian 
public life who, with uncanny foresight and unerring business judge- 
ment, gave the experiment of insurance all the support it needed. While 
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the great achievements of Sir Pherozeshah, the lion of Bombay, are 
well known, it must be stated that apart from being the founder 
Director of the Oriental, he was associated with many other insurance 
offices in Bombay. He was the founder Chairman of the Empire of 
India and, later on, of the Industrial & Prudential. Names such as 
his have done great honour to this profession. 

Mr. James Meikle, F.I.A., F.F.A. acted as Consulting Actuary 
for the Oriental for 22 years from 1883 till his death. In addition to this 
appointment Mr. Meikle had a personal interest in the company, 
in that his son Mr. H.G.W. Meikle, F.F.A. was, for many years, 
actuary of the Oriental and later on became the Actuary of the 
Government of India. 


A State Departmeat 

The Mysore State Government started its Insurance Department 
in the year 1891 with the intention of providing cheap insurance to 
the officials of the Mysore Government. This scheme, known as the 
“Official Branch Insurance”, was compulsory for all permanent 
Government employees, the premium being 10 % of the pay per month 
subject to a maximum of Rs. 70. During its existence for about 65 
years the Department had steadily increased its business. The annual 
business in the Official Branch in the year 1930-31 was Rs. 12.71 lakhs 
which rose to Rs. 76.74 lakhs in the year 1954-55.’ The bonus rate 
declared from time to time had also been attractive. In 1 9 1 6 it expanded 
its activities and started the ‘Public Branch Insurance’ which was 
confined to residents of Mysore State. The business procured by this 
Branch in the year 1930-31 was over Rs. 23 lakhs and it progressed 
to Rs. 1.82 crores in 1954-55, enabling the Public Branch to occupy 
a high position amongst the insurers in India. Considering the limited 
area in which the Department operated this reflected the popularity 
of the Department in the State. With a view to facilitate disposal 
of business on commercial lines, the Government constituted a Manag- 
ing Committee consisting of leading businessmen and experienced 
officials to which various powers were delegated. Blending business 
with social service, as its objective, the Department made its own 
contribution in the pursuit of the ideal of a Welfare State. 
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Indian Life 

It was after 18 years of the formation of the ‘Oriental’ that another 
Indian life office came on the scene. Some citizens of Goa, settled in 
Karachi, promoted an institution for providing insurance on scientific 
basis. The community has been described as thrifty, not particularly 
wealthy, b\It honest, deeply religious and careful in the ways of life. 
By 1892 they had finalised a plan for mutual aid and on March 7 
1892, the Indian Life Assurance Company Ltd. was registered in 
Karachi with Mr. L. C. Duarte as Secretary and a Board of able, 
enlightened men as Directors. From the beginning, the company 
introduced a novel idea of electing a policyholders’ Director to the 
Board. “A Retrospect”, the pamphlet published in 1918 to celebrate 
the Silver Jubilee of the company, briefly tells the story of its beginning 
in these words : 

“The formation of the company was the outcome of a scheme for 
organising a Mutual Aid Association, a form of insurance which 
was very popular at the time. A careful examination of the subject, 
however, revealed the very unsatisfactory nature of the assessment 
principle on which such institutions are based, and the idea was, 
therefore, abandoned in favour of an insurance company on 
actuarial basis. 

“The chief difficulty experienced was the absence of suitable tables 
for Indian lives. It was finally decided to adopt the Northampton 
Mortality basis, but as the various tables required to calculate the 
premiums, etc., were not readily available these had to be worked 
out with an incredible amount of labour, which was cheerfully 
undertaken by Mr. L. C. Duarte with whom the idea of the forma- 
tion of the company had originated and who so successfully devel- 
oped it . . .” 

The early history of the ‘Indian Life’ was a remarkable story of 
patience and sacrifice particularly on the part of Mr. Duarte, who 
held office as Secretary continuously for 25 years. An interesting side- 
light on the spirit of sacrifice is evident from the fact that the Secretary, 
Manager as well as Directors worked without any remuneration 
whatever until the company was firmly established. Even clerical 
work was gratuitously done and the canvassers were content to accept 
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a small commission. The Articles provided for 10% of the gross pre- 
mium as expenses and when this limit was exceeded after 1908, such 
excess was borne by the shareholders until 1917^ when the articles 
were altered to permit an expenditure of 35% of the first year’s pre- 
mium and 10% of the renewals. Later, the company extended its 
operations all over the country as also to East Africa. It was perhaps 
the only company to grant participation in profits to paid-up policy- 
holders. The Indian Life was acclaimed as one of the leading sound 
Indian life offices. After 1947, when, as a result of partition of the 
country, its head office remained in Pakistan, Bombay developed as 
its chief operational office for India. 

A feature of this period was that most of the companies set up in 
the country transacted life assurance business only. This development 
was the reverse of the progress in the West where marine insurance 
was widely transacted before life assurance was developed. This was, 
no doubt, a result of the delayed development of Indian insurance in 
this country and late and limited progress made by modern industry 
and commerce, especially under the ownership and control of Indians. 

A Concurrent Growth 

After 1857, as a result of the spread of the English system of education 
and administration, a new middle class was coming into existence — 
a class with Government service as its goal, and, which, in later years, 
developed insurance to a considerable extent. Almost from the incep- 
tion, this new class was split up into communal groups, probably as a 
result of deliberate attempts to maintain such distinctions. Raja Ram 
Mohan Roy lit the torch of renascent Hinduism which was carried 
on by Swami Dayanand Saraswati (Arya Samaj, 1875) and Swami 
Vivekananda (Ramkrishna Mission, 1879). Sir Sayyad Ahmed 
(Anglo-Oriental College, Aligarh, 1877) spearheaded the renaissance 
among the Muslims. The enlightened urban class deplored the pre- 
carious, insecure economic life of the clerk and his family and founded 
mutual aid associations — small, useful, sectarian societies, some of which 
lived right up to the time of nationalisation in 1956. 

The period of about 20 years after the establishment of ‘Bombay 
Mutual’ and ‘Oriental’ was dominated by these small societies and 
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funds. Most of these were mutual companies promoted mainly for 
the benefit of specified communities. A reference to the reports of these 
companies reveals that their working was on very economical basis, 
largely due to the honorary services of the office-bearers, limited 
nature of operations and absence of agents for canvassing business. 
The names of such Funds, Province-wise wfith years of origin are as 
under : 


Company 

Established 

Company 

Established 

BOMBAY 


BENGAL 


Bombay Widows 1 Pension 


Hindu Provident Fund 


Fund 

1876 

(Hindu Mutual) . 

■ 1891 

Indian Ordnance 

. . 1883 



Goanese Mutual . 

.. 1885 



B.B & C.L Zoroastnan . 
Parsi Zoroastnan 

Bombay Zoroastrian 

Guzerath Zoroastrian 

.. 1888 

.. 1888 

. . 1889 

1891 

PUNJAB 

Punjab Mutual Hindu 
Relief Fund 

• i8 93 

Sind Hindu 

•• 1S94 



MADRAS 


UTTAR PRADESH 


Indian Christian 

1884 

Indian Empire Branch of 


Mangalore Roman Catholic 

.. 1888 

Rechahites 

i8 93 


Like many a noble project the ‘Hindu Mutual’ was born out of 
evil. The influenza epidemic at Simla in 1870 counted several Ben- 
galees amongst its victims. Many of them had laid nothing by for ill- 
ness and other contingencies. In some cases appeals had to be made 
to friends and individuals for charity. This utter improvidence struck 
a sympathetic heart. Babu Nagendra Nath Majumdar questioned 
himself if there was no remedy, however partial, for this distress and 
a scheme based on the principle of self-help and mutual benefit took 
shape. The fund was declared open in August 1891. The first period 
of about 7 years may be called the ‘embroynic stage’ when the mem- 
bers were required to subscribe Re. 1 each in the event of death of 
another member. It was soon found that the death calls were becoming 
too irksome and so the Fund launched upon a scheme of life insurance 
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on mutual lines. The second period thus began in 1897. The institu- 
tion, had a philanthropic character as not only the Secretary but the 
Medical Examiners and even the agents worked hpnorarily. The com- 
pany was registered in 1908 as a mutual company and entered upon the 
third phase in 1911 when the new management launched upon a 
scheme of expansion — but not having the requisite technical knowledge, 
the results proved disastrous. Though the first valuation made in 1913 
showed a small surplus, the actuary’s note of warning to the manage- 
ment was unheeded. The second valuation by the same actuary found 
the company in a still more difficult position. Ultimately the old 
management had to yield place to a new one in 1922. The 1923 valua- 
tion was not quite satisfactory and the Government Actuary gave 
three years to the company for setting its house in order. The 192G 
valuation disclosed pronounced improvement in its affairs. 

Apart from these associations and funds, there was a simultaneous 
growth of a large number of provident societies. No official publica- 
tion relating to insurance enterprise in India during the 19th Century 
has ever- been brought out but it is possible to get glimpses of early 
growth of life insurance in this country from the “Statements Exhibit- 
ing the Moral and Material Progress and Condition in India” which 
were presented annually to the House of Commons and were ordered 
to be published by it. Information prior to 1882 is, however, not 
available even about this publication. It was in 1882 that an Act was 
passed to regulate the Registration of Joint Stock Companies and 
from the next year, information about the grow th of insurance com- 
panies in India began to be given, at first in a casual and scanty man- 
ner, in the ‘statements’ referred to above. This information gives an 
insight into an interesting phase in the development of life insurance 
in India — the rise and fall of small insurance companies limited by 
guarantee and having no share capital. 

The ‘Statement’ for 1885-1886 refers to 375 new companies 
started in Madras. Of these 260 were started under guarantee and 
103 with limited liability, 98 were banking or loan companies and most 
of the rest benefit or provident societies of various kinds. In the State- 
ments for these years "information is given mostly about activities of 
companies in Bengal. These reports show that the period 1882-87 
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saw a phenomenal rise in the number of banking and insurance com- 
panies — in fact, a* much speedier rate of progress than registered by the 
total number of joint stock companies. But this mushroom growth 
did not last long and a decline in numbers soon set in. The nature and 
exit of such companies was vividly described as follows : 

“These Bengal companies have little or no capital while their 
preliminary and management expenses are heavy. According as 
it is a “death company,” a “marriage company” or a “pilgrimage 
company,” each shareholder’s nominee on his death, and in other 
cases the shareholder himself, becomes entitled to one rupee from 
all the other shareholders on the particular event happening to 
him. The entrance fees are swallowed up by the expenses. The 
first few shareholders who become entitled to a rupee from all 
their fellows usually succeed in getting it, and then retire from the 
company. After a time, as the calls multiply, the shareholders get 
tired of paying, they forfeit their shares and retire from the company, 
which gradually expires.” 

The rapid growth of provident companies first took place in Madras 
and it spread in course of time to Bengal and then to Bombay. The 
process of large scale liquidation followed the same sequence. It would, 
therefore, appear that 19th century in India was memorable for a 
tremendously fast growth in the number of provident companies and 
their equally fast liquidation. It resembled the growth and decline of 
provident societies in India in more recent years. From a theoretical 
point of view, this development represented the application of the 
assessment principle to the early stages of life insurance in India, 
through which early phase, the life insurance enterprise in different 
countries of the world had passed. It was the inherent weakness and 
instability of assessment that gave rise to the modern system of life 
insurance. 

Foreign Interest Grows 

The tremendous growth of these societies would also indicate that the 
local* 1 people were becoming more and more alive to the need of in- 
surance protection and the efforts of the few regular companies were 
not adequate. This vast field in India attracted a number of Foreign 
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insurance companies and they came here in rapid succession. The 
fascination of the local population for Foreign companies also served 
as an added attraction. The Commercial Union Assurance Co Ltd., 
established m 1861 in the United Fl”r — extended its activities to 
this country in 1870. They have mentioned. “Although commercial 
Union itself has been represented in India since 1862, Its interest in 
life insurance there was very limited. However, our subsidiary, the 
‘North British and Mercantile’ was pioneer in this field in India ” Its 
operations were extended through Messrs King, King and Co wffio 
subsequently became ‘H.S. King and Co ’ and later ‘Cox & King’ 
Their total Indian business during the period of about 70 years in this 
country consisted of just 516 policies assuring about Rs. 38 lakhs 

The other companies to come on the Indian scene were in the 
following order : 

1. ‘City of Glasgow’ established its branch office in Calcutta in 1881 
and was the first to charge the same rate of premium for both 
Indian and European residents. After doing fairly large volurhe of 
business, the Company was amalgamated with the ‘Scottish Union 
and National’ m 1913. 

2. The American interest entered the Indian field in 1882 through the 
“Equitable Life Assurance Society of New York” the largest insur- 
ance company in the world. It had appointed Mr Dasborough 
as authorised agent of the Society for India and the East After 
securing a substantial business, he left for Ceylon and Burma to 
organize the Branches there, but died of cholera within a few days 
of his arrival. Three consecutive agents sent out to India by the 
Company, all died within a year and as no one ventured to come 
out from the Head Office at New York, the Indian and Eastern 
Branches had to be finally closed. 

3. Another American Company, /the ‘New York Life’ commenced 
business in India in 1885 and continued upto 1922 when its 
Indian liability and assets were transferred to the ‘Sun Life of 
Canada’. Mortality rate of its Indian policyholders investigated 
by Dr. Arthur Hunter was published in 1926. 

4. The next Company that came to India was floated with the clear 
object of writing business in this country. This was the ‘Sun Lite 
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Assurance Company of India Ltd.’ registeied in England in 1891. 
However, aft^r transacting business only for five years, its assets 
and liabilities wjsre transferred to the ‘Sun Life Assurance Society’ 
London, the parent Company. 

5. The well known ‘Sun Life Assurance Company of Canada’ 
commended its Indian business in November 1892 by opening an 
agency in Bombay, when Mr. Alford H. Ellis of Toronto was 
appointed Inspector of Agencies for British India including Ceylon. 
He was appointed on $4800 per annum as salary plus over- 
riding commission on the business done through his agents. The 
‘Sun Life’ had a most successful career in India. Mr. Ellis had 
established a chief agency for India with Mr. G. M. Lalkasan who 
worked upto 1900 and was succeeded by Mr. J.A.D. McBain, 
assisted by Hon’ble Sir Phiroze Sethna. 

6. In the very next year (1893) the Gresham Life Assurance Society 
of England commenced business in India through their Chief 
Agents, M/s Croft Mody and Co. About this period, either in 
1892 or 1893, the ‘London and Lancashire’ started its Indian 
business and withdrew after about 1 5 years as its claim experience 
was unsatisfactory. 

7. Several other Foreign companies were undoubtedly functioning 
in India and no record of the same is available except for the 
‘Phoenix’ Group, who have mentioned “there was no life business 
done in India before ‘Positive’. This company was established in 
1870 in England. It transacted life business in India soon after- 
wards and its assets and liabilities were taken over by the “British 
Empire Mutual” in 1896. B.E.M. was bought up by the ‘Pelican’ 
in 1903. That company in turn was absorbed by the ‘Phoenix’ in 
1908, which continued business in India upto the end of 1949, at 
which time there were less than 100 policies still in force issued 
by ‘Positive’ and ‘B.E.M. ’ combined. 

The pattern of development of these companies was more or less 
the same. A demand for general insurance cover, especially for fire 
and marine risks, induced many British Offices to branch out. Either 
under pressure from their ‘home-connection’ or as business adventure 
they obliged valuable customers, their friends and dalals with suitable 
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life policies and selected Anglicised Indians for granting life cover. 
This business proved lucrative and purely life offie'es like ‘Sun Life’ 
and ‘Gresham’ prospered to a large extent. The following extracts 
from a letter written in 1890 by the Branch. Secretary of an English 
insurance office, contemplating to start life business in India, are 
illustrative of the prevailing conditions: 

“Life assurance in India is still in its infancy, and out of the 
population of Bombay (now at least 900,000), I do not suppose 
that more than quarter per cent, if so many, are actually assured. 
The Indian portion of these are of all classes and castes and aie 
employed as clerks, etc. in offices, solicitors, barristers, in Govern- 
ment employ, and a few as merchants. No statistics obtainable 
could give any guidance except in the most general way possible 
as to the prospects of life of any of these but, as a rule, their expecta- 
tion would be much better than the average of their respective 
castes. The mere fact of an Indian seeking life assurance would 
indicate that he was in a fairly comfortable position in life, likely 
to have imbibed more or less European ideas as to sanitation and 
cleanliness, the advantages of medical treatment and so forth. 
“The question of fraud is of course of the first importance and there 
is no doubt that the practice of cremation a few hours after death, 
which prevails here, might lead to difficulties as to identification. 
But except in this respect I think it would be a mistake to suppose 
that there is greater probability of fraud being attempted or, if 
attempted, successfully carried out, in India than in England. The 
history and private life and doings of individuals are generally 
well known, and in any case of a suspicious nature a searching 
investigation would be quite likely to result in the discovery of the 
truth, here as elsewhere. 

“The conclusion I have arrived at is that we should accept Indian 
lives at European rates, but to enable us to do this a rigid system 
of selection will have to be adopted and any inferiority, however 
slight, in the lives proposed should disqualify for acceptance at 
ordinary rates. The expectation of life of a first class Parsee, Hindu, 
or Mohammedan is, I am convinced, quite as great as that of a 
European living in this Country.” 
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NEW AWAKENING 


The pioneer Indian life offices were formed with the lead taken 
by the enlightened Europeans. Similar was the case with the growth 
of the national movement. In the year 1885 A.O. Hume, son of a 
radical Member of Parliament and himself a retired civilian, with 
Sir William Wedderburn, Robert Knight and a group of progressive 
Indians founded the Indian National Congress. They had the blessings 
of the Viceroy Lord Dufferin. The Congress met, year after year, 
at different centres, attracted mainly lawyers, doctors and journalists 
from the cities and passed resolutions confirming loyalty to the Crown. 
Simultaneously it made moderate political demands and protested 
occasionally when they were not acceded to. Government made some 
concessions in 1892, but then, to appease the reactionary element in 
England, the Viceroy declared : “The changes denote nothing revolu- 
tionary; in no sense could this be construed as an approach to English 
Parliamentary Government and the English Constitution.” Loka- 
manya Bal Gangadhar Tilak retorted: “Swarajya is our birthright”. 
His slogan rung through the hearts of thousands of young, educated 
Indians who had imbibed ideals of British liberalism and felt politically 
and economically frustrated. This politically-conscious group asserted 
that the cause of all their ills was foreign rule. 

In those days the strangle-hold of the foreigners over commerce 
and industry was firm and complete. In the field of insurance there 
was a Teeling of unfair discrimination against Indians in the matter 
of premium rates charged. The Indian proprietory companies were 
up against stiff opposition and the foreign offices enjoyed a near mono- 
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poly The feeling of resentment was quite strong and widespread as 
voiced by late Lala Harkishenlai who declaied: “Never in Punjab 
will v/c allow the Britishers to treat Indians with j difference When 
we take up insurance we will do so on equal terms ” The efforts to 
start an Indian Company in Punjab commenced with a circular 
letter distributed with the “Tribune” of January 26, *1896. This 
elicited poor response from Indians themselves and met with \ery 
serious opposition from the foreign companies. Lala Harkishenlai, 
however, succeeded m persuading a number of influential men to 
join the Board of the new Company which started w ith limited re- 
sources that were at his disposal The ‘Bharat’ was thus established in 
Lahore in the year 1896 A leading English daily of Northern India 
described the venture as ‘Bearding the lion in its ow n den’ 

‘Bharat’ 

The first Board of Directors of ‘Bharat’ was constituted as follows : 

Lala Harkishenlai, B.A. (Cantab), Bar-at-Law 

Rai Bahadur Pyare Lai, formerly Inspector of Schools, Punjab 

Bhagat Ishwar Das, M.A., Pleader, Chief Court, Lahore 

Lala Balmokand, Proprietor, Messrs Chotey Lai & Sons, Lahore 

Lala Prabhu Dayal, B.A., LL.B , Pleader, Chief Court, Lahore 

Lala Harkishenlai was ably assisted by Lala Cyan Chand who had 
earlier started the ‘Punjab Mutual Hindu Relief Fund’ in 1893. Lala 
Cyan Chand was promoted as Manager in 1903, which post he held 
till his death in 1906 He w r as the first Indian to be elected a member 
of the International Congress of Actuaries In recognition of the 
services rendered by him, a gratuity and a life pension w ere sanctioned 
for his widow by the directors. 

The early days tvere days of struggle. The foreign offices tiied to 
make working conditions difficult for Indian companies. The start 
was modest and the Company opened for business in a rented room 
in ‘Anarkali’, Lahore, with a skeleton staff. R. S. Lala Bishan Dass 
took the first policy of the Company on October 17, 1896. BW1907 
the Gompany became so popula- that, when its capital was increased 
from Rs. 5 lakhs to Rs. 10 lakhs, many applications had to be rejected 
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as the capital had been over-subscribed. This in itself was an indica- 
tion of the confidence reposed by the public in the financial soundness 
of this institution. .To cope with the increasing work the office was 
shifted in 1909 to the new and spacious ‘'Bharat Buildings” situated 
in a central locality at an intersection of seven roads. With steady 
progress the* Company consolidated its position and withstood success- 
fully the requirements of the Life Assurance Companies Act 1912. 
Commenting upon the Company’s balance sheet for 1915, the “In- 
surance Observer” w'rote : “Bharat, as a matter of fact, is a thorough!) 
well-managed life office and has undoubtedly come to stay and deve- 
lop into an institution of great usefulness.” 

With the beginning of the 20th Century, the Company’s operations 
crossed the geographical boundary of the Punjab and its organisation 
spread quickly all over India. Despite the first World War the Com- 
pany continued its onward march of progress till 1927 which was a 
peak year of its business. The new business had crossed one-and-a-half 
crore mark in that year. 

In the next year the Company lost its General Manager Shri K. C. 
Vidyarthi and this unfortunate jolt synchronised with economic 
depression which shook the entire commercial world. The Company, 
which ranked very high among the Indian life offices, had to pass 
through a difficult period and suffered reverses from 1929 to 1935. 
The history of the Company and its ups and downs corresponded in 
many ways with that of Indian Life Insurance. 

Lala Harkishenlal was known as the “Napoleon of Indian 
Finance”. A born industrialist, whose business acumen could only be 
matched by his patriotism, Lala Harkishenlal looked after the affairs 
of the ‘Bharat’ as Chairman for forty long years. “Bharat” granted 
reduced premiums for assurances donated to charities. Lala’s pre- 
ference for investment in shares and debentures of public utilities, 
especially Electric Supply Companies, gave power to many cities in 
the Punjab and helped them develop industrially. He defended his 
investment policy in the following words at the thirty-second Annual 
General Meeting of the Company: 

“Another matter which sometimes formed the subject of adverse 
criticism in certain circles w as the Company’s investments in directions 
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LALA HARKISHENLAL 


other than gilt-edged Securities. Even in England and America the 
angle of vision in the matter of investments in such securities had 
undergone a good deal of change since the war and a reference to the 
reports of companies operating in those countries clearly indicated 
that a larger proportion of funds now found employment in spheres 
other than the trustee securities. As far back as the year 1896 when 
founding the “Bharat” the Chairman had published a letter in the 
“Tribune” wherein the policy to be pursued by the Company in this 
respect was clearly enunciated and it had from the outset been made 
clear that a fair proportion of the Company’s funds would be employed 
in the development of indigenous industries w’ith due regard to safety. 
Experience had proved the wisdom of this course because if the Com- 
pany had restricted its investments only to Government Securities, 
the inevitable effect would have been a smaller income by way ol 
interest and consequently lower bonuses to policyholders and it was 
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of no small satisfaction to the Directors that the Policy followed by 
them had now -behind it the sanction of usage in more advanced 
countries. Besides the heavy fluctuations in their values, during and 
after the War, had brought Government Securities to a much greater 
extent than ever before, in the realm of speculative investments while 
the average yield therefrom indicated clearly a downward course.” 

He further regretted that “in certain quarters investments of the 
company in industrial concerns were unfavourably criticised on the 
score of his being connected with them in one capacity or another”. 
He did not claim credit for initiating this innovation. “In Germany 
and other continental countries the leading concerns,” he asserted, 
“whether Banks or Insurance Companies, made it obligatory for the 
debtor companies to accept representations of the former on the 
Boards of the latter so as to enable the leading concerns to exercise 
a controlling interest in the debtor companies and to protect the for- 
mer’s interests. Numerous instances could be cited in support of this 
salutary practice which invariably worked to the advantage of' the 
leading concerns and which was based on a sound principle.” 

The Company also came in for some criticism about its expenses. 
In this regard the Chairman pointed out at the same meeting: “That 
he had been hit on both sides of the neck. There were people who said 
that he had a mania for economy while others laid the charge of 
extravagance on his shoulders, neither party understanding the actua- 
lities of the situation in their right perspective. One important fact 
which had a bearing on the growth of expenditure was apt to be lost 
sight of by the critics; viz. that the last few years in the annals of the 
company had been years of expansion both in “organization” and 
“new business”, causing a heavier strain on first year’s premium in- 
come and consequently a higher ratio.” 

Lala Harkishenlal, however, continued to be in deep waters for 
some years and had to face litigation, particularly from the directors 
of the “People’s Bank” in Northern India. The courts, however, did 
not see it prudent to stop the business activities of Lala Harkishenlal 
and 'also did not declare him insolvent which would have led to the 
forced realisation of assets at the bottom of the market. Earlier, in 
19x3-14, the People’s Bank of India had crashed and there was an 
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outcry for the blood of Lala Harkishenlal, the Bank’s founder and 
_;r:r e:pal Director He was, however, given an opportunity to rehabi- 
litate both his own and the Bank’s finances, with the- result, that within 
a comparatively short time the Bank paid out m full measure— in fact, 
in an overflowing measure — some nineteen annas in a rupee He w y as 
the Chairman of the Reception Committee of the Second Indian 
Insurance Conference held at Lahore in April 1934 The Bharat was 
ultimately taken over by the Daimias in 1936. 

After Lala Gyan Chand, Shri K. C Vidyarthi helped Lala 
Harkishenlal in carrying on the affairs of the Bharat He joined the 
company as Probationary Secretary in 1909 and worked with Messrs. 
Harkishenlal and Company from 1 91 1-14 in various responsible as- 
signments at Karachi and Bombay. He returned to ‘Bharat’ as Mana- 
ger in the Head Office in 1914. During his tenure of 12 years ‘Bharat’ 
made great progress. Shri Vidyarthi was Director of several other 
companies including the Lahore Electric Supply Company, 
Cawmpore Floui Mills, Punjab Cotton Press Company , etc He took 
a leading part in philanthropic activities and was intimately concerned 
with Lala Harkishenlal in shaping the policies of ‘Bharat’. His affable 
disposition and v inning manners made him extremely popular with 
all classes of people. He met with an accidental death under most 
tragic circumstances On the evening of Saturday the April 7, 1928, 
he went out for a drive with a ft lend and had a fatal accident, as 
a result of his horse getting out of control. The entire insurance 
world mourned his death. Shri Vidyarthi had been elected as the 
Deputy President of the Indian Life Offices’ Association just before 
his death. 

‘Empire’ 

Another milestone in the stoi> of Indian life assurance w y as the forma- 
tion of the “Empire of India” at Bombay in the year 1897, the off- 
spring of the first alliance between the Orient and the Occident in 
the insurance business. In the winter of 1896-97 a complete disloca- 
tion of trade and normal life of the city was caused by an outbreak of 
plague. In consequence, the preliminary work of establishing the 
company was greatly hampered and instead of being able to tom- 
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mence life business from January i, 1897, the opening date was post- 
poned to March* 1 of that year. The company had already been re- 
gistered on the 2 frst November 1896 and the first ordinary general 
meeting was held in May 1897. The first Board of Directors included : 

The Host. Mr. Pherozeshah Mehta, C.I.E. {Chau man) 

The Hon. Mr. Abdulla M. Dharamsi 
Ghubildas Lalloobhoy, 

David Gostling, 

Ernest Frederick Allum, ex-officio. 

Shri Rustomji E. Bharucha, though not on the Board at that time, 
took an active part in founding the company with Mr. E. F. Allum. 
Mr. Allum first came out to India in 1888 in the service of an English 
firm, who were agents for an English life assurance company. His 
work soon led him to see the great possibilities for life assurance in 
India and in co-operation with Shri Bharucha, who was also then con- 
nected with insurance, he drew up a plan for forming the Empire of 
India. Allum and Bharucha bore the brunt of the work in establishing 
the company and it was due to their hard labour that the company 
had firm foundation and immediate success. Sir Pherozeshah Mehta’s 
association with the Company, as Chairman, gave “Empire” a status 
in the eyes of the public and inspired faith and confidence. 

The Company opened business in a small room at 29, Esplanade 
Road, Bombay. It was only after a few months that the first clerk was 
appointed. All the preliminary expenses were accounted for in the first 
year of the company’s working — a noteworthy feature indicative of 
prudent management. The company had a reputation for conservat- 
ism in finance and this policy was maintained all through the first 
50 years of its life during which period M/s. Allum and Bharucha 
were associated with the company. 

At a presentation function in 1937, E. F. Allum recounted how the 
company came to be named as the ‘Empire of India’: “I specially ap- 
preciate your reference to my wife as it is to her that the company 
owes its name. ‘India’ had to be connected with the name of the 
company. ‘Empress of India’ was suggested, also ‘Star of India’ and 
other such names but all seemed commonplace and unsuitable. One 
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E. F. ALLUM 


R. E. BHARUCHA 


evening while driving home my wife said, ‘Why not ‘Empire of 
India’ ?’ I said, ‘the very thing’ and that is how this company got its 
name.” 

The first policy was issued on April 6, 1897 un der Whole Life 
Assurance With Profit Table, the sum assured being Rs. 1,500. The 
hundred thousandth policy was issued almost 33 years later in 1930 
when the company had attained a leading position amongst Indian 
life assurance companies. The business of the company increased 
rapidly even from the first year, on account of which the office had to 
be' shifted in 1899 to a more commodious place at 1 1, Esplanade 
Circle. In 1922, the 2nd floor of the same building was occupied and 
in March 1925, the company shifted its activities to its own building 
at Hornby Road, which came to be known as ‘‘Empire House.” 

In 1897 the company established representations in Bengal and 
Bihar with the appointment of “National Agency Company” at 
Calcutta as ( Chief Agents. Other agencies were also soon established 
in different parts of the country as also in Burma, Ceylon and Aden, 
the last being reckoned as part of Bombay Presidency. Two directors of 
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the company, A. M. Dharamsi and Chubildas Lalloobhoy, were emi- 
nent businessmen of Bombay and were most influential in their com- 
munities — Khoja community and Bhansali caste respectively. Their 
connections were largely responsible for the rapid progress of the 
company. 

Sir Geosge Hardy, renowned for his original contributions to actu- 
arial science prepared in his capacity as Consulting Actuary, the 
tables of premium for this company. He provided for the largest pos- 
sible immediate assurance, consistent with safety, in return for a given 
outlay, in preference to providing large_ bonuses. He argued : “Large 
bonuses were in fact necessarily precluded by the very moderate scale 
of premiums adopted. The with profit premiums of the company are 
much lower than the non-profit premiums of most companies and 
every policyholder may be said to receive at the outset a substantial 
bonus in addition to his policy in the shape of larger sum assured ob- 
tainable for a given outlay.” The liberal policy conditions of the 
company, coupled with low premium rate, attracted a large clientele 
and kept down the lapses. In spite of the very low rates of premium 
adopted, the company was able to declare bonus at its first valuation 
in 1902. Similar declarations were made at subsequent valuations also. 
Concentrating mainly on life assurance the company, nevertheless, 
issued Fidelity Guarantee Policies and paid shareholders’ dividend 
out of the profits of this department, leaving life profits free for distribu- 
tion to policyholders. 

In the year 1920 Bharucha died, after 23 years of unremitting toil 
in the service of the company. E. F. Allum was in England at that 
time and until his return, the management devolved upon his nephew 
G. H. Allum and M. R. Bharucha, son of late R. E. Bharucha, thus 
maintaining continuity. The two young gentlemen along with two 
sons of E. F. Allum were associated with the company for a long time. 

Swadeshi Movement 

The educated and enlightened classes in the country were primarily 
initiated into the benefits of life assurance by the foreign companies. 
The cream of insurance business in India used to go to the non-Indian 
companies and in that sense it was really the stone age of Indian in- 
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surance. But then dawned the glorious renaissance of the Swadeshi 
days. The much needed awakening of the mass mind was now in 
sight The political reforms of 1892 hardly satisfied the aspirations of 
progressive Indians. The partition of Bengal, coming at this psycho- 
logical moment, intensified the political agitation. The wave of violent 
political unrest soon turned into a complete boycott of British goods 
and British institutions, and gave birth to the Swadeshi movement. 
The country had its first test of practical nationalism. This gave im- 
petus to the establishment of industries with Indian capital and 
management. 

As a reaction, ruthless repression was started all over the country 
by the Government. The mere utterance of “Vande Mataram” was 
a crime in the eyes of the authorities. In sympathy with Bengal, the 
Punjab gave birth to the “Bharat Mata” party. The late Lala Lajpat- 
rai was deported to Mandalay in Burma. For some time there was 
utter chaos. The result was the creation of a permanent wedge be- 
tween the Government and the nationalists. The more staunch among 
nationalists advocated ‘Swadeshi’ and, as a corollary, a movement for 
the boycott of British institutions took birth. This gave an impetus to 
the establishment of more cotton mills and new industries. Western 
India gave the lead in this direction. Small scale industries were set 
up on a large scale and succeeded in displacing foreign consumer goods 
to a large extent. Indian owned commercial houses competed with 
established foreign firms and a number of Indian banks were founded 
to cater to their needs. Enterprising businessmen from Bombay under 
the guidance of Sir Manmohandas Ramji founded the “Indian Mer- 
chants Chamber” in August 1907, to give a lead to Indian business. 
And with pioneering zeal, Sir Jamshedji Tata, floated the Tata Iron 
and Steel Co. Ltd. in the same year and opened the giant Steel Works 
at Jamshedpur four years later to put Indian industry on the world 
map. The term Swadeshi was not restricted to the development of 
indigenous industry but was understood to include the Indianising of 
services such as, Banking, Insurance and Shipping. The Bank of India 
owed its birth to that urge. Another Bank in Bengal and a Steamship 
Company at Madras were started while the movement was at its 
height. The question of starting insurance companies in India also 
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came to the forefront at that time. It was felt that the premium in- 
come received from Indians should remain in the country so that the 
accumulated funds might be utilised to help indigenous industries. 
The successful working of two large insurance companies in Bombay 
was quoted in support of starting new ventures. The response of the 
people was encouraging but, in the same manner as had happened in 
other countries, many of the concerns started with such popular en- 
thusiasm proved short-lived. A few, of course, prospered and became 
well established. 

The first fourteen years of the 20th century preceding the World 
War - 1 saw the -growth of life insurance enterprise in India at a compa- 
ratively rapid pace and no less than fifteen companies out of those 
that were started during this period existed till the end of private en- 
terprise in life insurance in India. This marked a speedier development 
of the industry. Thus, whereas four out of the new companies started 
during the period 1880-1890 continued to exist until 1956 the compar- 
able figure for the period 1 890- 1 900 was six, making an average of one 
concern in two years for these two decades. On the other hand, the 
average for the fourteen years (1900-19 14) was one concern per year. 
In other words, the rate of development was twice as fast as in the pre- 
ceding period. Moreover, while 19th .century saw establishment of 
only four big offices, during this period more than half a dozen such 
offices were established. Even during this period the years 1906-1908 
can be considered as glorious since six prominent companies were 
founded in these years. 
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THE STALWARTS 


The Swadeshi spirit found concrete expression in Madras m the 
formation of the Indian Bank, the Madras Central Urban Bank, and 
the United India Life Assurance Company. These three monuments 
stood the test of time and inspite of comparative conservative working 
they earned a recognized place among financial institutions ol the 
country. 

‘United India’ 

The ‘United India’ floated by M/s. Lingam Brothers owed its 
origin to the enthusiasm of a young man who held an obscure position 
in society. This person was Shri Vijendra Rao, who, undaunted by the 
unfavourable circumstances and many other hurdles, resolved in 
March 1906 to start a Company, which was to be owmed, controlled 
and managed by Indians exclusively. The company under his control 
had a conservative approach. In the early years the company was 
criticised for an outlook too rigid to be compatible with business re- 
quirements. The history of the company Irom that date upto the } ear 
1922 is a record of what a retired gentleman of advanced age, pre- 
pared and willing for the sacrifice involved in single-minded national 
work could achieve for the public good In grateful recognition of his 
pioneering efforts the company granted a life pension to his widow at 
the time of its Silver Jubilee. 

The beginning was, however, very humble. The original Memo- 
randum of Association laid down the objective of the company as 
“providing the poorer and middle class people life assurance at a 
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VIJENDRA RAO 


M. CT. M. CHIDAMBARAM CHETTIAR 


moderate cost. Any person may effect an assurance on his own life or 
on the life of others for a sum not less than Rs. 125 and multiples of 

Rs. 125 till Rs. 1,000 The company shall issue policies of 

different, approved, scientific systems of assurance and it shall begin to 
issue policies for above Rs. 1,000 one year after registration of the 
company.” The original objective illustrated the purpose and the very 
modest ambitions with which the pioneers of those early days em- 
barked upon, what was to them then , undoubtedly an adventure. The 
paid up capital of the company was to begin with not even Rs. 5,000. 
It was only a few weeks after the company was actually started, that, 
impressed by Shri Vijendra Rao’s enthusiasm and energy, Dewan 
Bahadur K. Krishnaswamy Rao, C.I.E., Retired Dewan of Travancore, 
joined the Board of Directors. Shri Krishnaswamy Rao reared the 
company with the affection for a child, after the premature death of 
Vijendra Rao in 1915. From 1924 onwards, M. Ct. M. Muthiah 
GhettJhr and later, his son, M. Ct. M. Chidambaram Chettiar 
carried on the affairs of the company in such a way as to bracket it 
with the top Indian Insurers. At the time of the Silver Jubilee Celebra- 
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tions, Dewan Bahadur C V. Viswanatha Sastriar complimented the 
assiduous care with which late Sir Muthiah Chettiar had husbanded 
the company’s resources. 

The first policy of the company was issued to Shri Krishna Rao for 
Rs. 500 under 30 years Endowment Assurance Plan. The full claim 
amount was, however, paid at the time of the Silver Jubilee itself, to 
honour the first policyholder. For the first 20 years, the company 
was consolidating its position in South India and it was only after 
1926, after establishing a firm footing in Madras Presidency, that the 
company felt the need for further expansion. The company could 
cross 30 lakh mark of new business for the first time only in the year 
1930 and thereafter the business progressed by leaps and bounds. The 
conservative policy of the company received handsome compliments 
from the Consulting Actuary, Prof. K. B. Madhava m these words : 
“On the whole by every test that I know as a public actuary, I am 
satisfied that the least your policyholders are obtaining is 16 annas for 
their rupee.” Dr. B. Pattabhi Sitaramayya also stated on this occasion : 
“It looks as though it was but yesterday that Mr. Vijendra Rao came 
into our midst and by his sweet persuasiveness canvassed shares as 
well as business for the United India Life Assurance Company; yet a 
quarter of a century has rolled by and, apparently, long as it may look, 
it is but a second in the computation of eternity If caution combined 
with a certain push can carry any business to success, one illustration 
of such success is to be found in the rise and growth of the United 
India. Festina Lente is its motto apparently and w r ell may it proclaim 
that motto from house-tops on the occasion of its Silver Jubilee.” 

‘National* and ‘National Indian 5 

The National Insurance Company was an offshoot of Swadeshi spirit 
in Bengal. The founder of this Company Shri Pannalal Banerjea, well- 
known as ‘P. Banerjea’, was connected with insurance for a number 
of years having worked as Chief Agent of the Sun Lite Assurance 
Society, London. When that company closed its Indian business, he 
joined the ‘North British and Mercantile’, and built a namt- and 
reputation for it. In the Swadeshi movement he saw an appropriate 
opportunity and, sacrificing a very lucrative income, succeeded in 
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floating the National Insurance Company Ltd. in 1906, with the co- 
operation of Shri* W. R. Rae. Shri Banerjea remained at the helm of 
affairs of the ‘National’ till 1921, when he retired on account of ill- 
health from which he never recovered till death came in 1929. His 
son Shri S. N. Banerjea continued the family association with the 
company and played an important role in its progress. The company 
was known for its steadiness and consistency and had no craze for new 
business to be secured at any cost. It ranked high among the senior, 
safe and big life offices. The slogan of the company was “National is 
the nation’s own”. The men behind the ‘National’ drew inspiration 
from the fight the nation was waging for its freedom and this enabled 
them to grapple with the initial handicaps. It was fortunate in having 
a man like late Sir Surendra Nath Bannerji on its Board of Directors 
at the early stages. Other eminent people who lent a hand in piloting 
this institution included Lord Sinha, Sir A. Suhrawardy and Sir N. 
N. Sarkar. 

Mr. I. Alston served the company with a break in career. He 
joined ‘National’ as its first Manager in 1907 and after having kept 
away for several years rejoined it in 1926 again as manager, which 
post he held till 1934 the year of his death. Alston was a controversial 
figure in insurance circles. There were doubts in some quarters that 
he was against the development of insurance business managed by 
Indians due to his open attack based on suspicion of foul play in cer- 
tain dubious transactions in the business. As time elapsed it be- 
came evident that Alston was not inspired by any racial feelings 
and if he spoke against local business methods, he did so to get the 
methods purified so that the cause of Indian insurance might not 
suffer. Later Shri N. N. Mukherji, Actuary to the Government of 
India, publicly declared that if there was one man in Calcutta whose 
knowledge and experience in Indian business was entitled to recog- 
nition and respect it was late Mr. Alston. 

It is said that on the same day on which the ‘National’ was pro- 
moted, another company of similar name was also floated in Calcutta 
and this was the “National Indian Insurance Company.” This com- 
pany was founded by Sir Rajendra Nath Mukerji with M/'s. Martin 
& Co. as Managing Agents and a galaxy of knights, prominent busi- 
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PANNALAL BANERJEA RAJENDRA NATH MUKHERJEE 


nessmen, eminent scholars and leading public figures on the Board. 
Sir Mukerji was a well known businessman but his activities were 
not confined to the business world. He was a Sheriff of Calcutta and 
Chairman of the Industrial Commission. Among many concerns which 
were under his management, he being the Senior Partner of Messrs. 
Martin & Co., were these twin Companies of Calcutta, ‘National’ and 
‘National Indian’. The latter was founded by him with the special 
object of “providing the local office in which members of the Indian 
communities could obtain all that is most desirable in life assurance 
company of their own.” M/s. Martin and Co. were also Managing 
Agents for about fifty other companies. With assets of w'ell over Rs. 7 
crores, providing employment to more than 50,000 persons, the firm 
conducted the affairs of the ‘National Indian’ on progressive lines. On 
account of its connections, the company was fortunate in having the 
co-operation of distinguished and talented people on its Board of 
Directors. The names of Maharaja Bahadur Sir Pradyot Cbomar 
Tagore, Dr. Sir Nilratan Sircar, Sir Darcy Lindsay, Dr. Shyama 
Prasad Mukerjee and Mr. T. L. Martin need special mention. 
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RABINDRANATH TAGORE 


JOROSANKO HOUSE — 

In the room of Maharshi Bhawan 
(right hand) where Rabindranath 
Tagore lived, ‘Hindusthan. Co- 
operative* was born. The building 
on the left is ‘Bichitra Bhawan* 
which Rabindranath used as his 
study, library and drawing room 
and is now being used as Rabindra 
Museum. 




‘WamchasAaffit 5 

If Bharat was one name of India made memorable' in the history of 
Indian insurance by the Lahore Company, Hindus than was other 
name of the country by which another great insurance company was 
established at Calcutta in 1907. The story of the success of ‘Hindusthan 
Co-operative Insurance Society 1 can best be recalled in the words of 
some of the great personalities connected with the same. Speaking 
on the occasion of the celebrations of its Silver Jubilee, on February 
13, 1934, Gurudev Rabindranath Tagore said : 

“It gives me no little pleasure on the occasion of this Silver Jubilee, 
to look back on the day when the infant institution with the then 
ambitious-sounding name Hindusthan Co-operative Insurance Society 
had its birth in one of the rooms of my house in Jorosanko. The reason 
why I was tempted to do what little I could to help in ushering it 
into the world was my own strong faith in the principles embodied in 
its constitution. When over 25 years ago, the scheme of this Insurance 
Society was laid before me, a picture of the long and arduous road 
that needs must be traversed by such an institution, flashed vividly 
through my mind. But it was this very difficulty of achievement that 
chiefly attracted me to its programme and the other attraction was the 
strangeness of the spectacle that it conjured up of our Bengali Country- 
men thus banding together to organise a vast wealth-producing orga- 
nisation on upto-date lines. 

“It is possible that after these long years of struggle, the path of 
the further advancement of Hindusthan Society has been made easy. 
But it is this becoming easy that makes me afraid. In the beginning 
the ideal had sovereign place. Now it is faced with its rival — success. 
It is doubtless good to have both; but unfortunately success has a way 
of making of itself its sole end and aim and if the ideal stands in the 
way, it is quietly elbowed out of sight. It is my earnest appeal to the 
present administrators not to allow 7 themselves to be lured by the 
glamour of success to desert the great ideal with which the institution 
was inspired at the start, the ideal of bringing equitable relations and 
mutual helpfulness, peace and harmony, into the process of wealth 
production; to ignore the ideal would be to cut at the root of the 
success ” 
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On this occasion Nalini Ranjan Sarkar, who was then the General 
Manager of the Society, referring to the influence of Gurudev Tagore 
on the society said: ‘‘Those ideals of social service, of cultural reconstruc- 
tion and constructive regeneration which you have so assiduously 
impressed upon the country have ever remained the motive force in 
the development of the Hindusthan Co-operative Insurance Society.” 
He added: “This institution has attempted, however humbly, to 
spread over the country the unifying bond of a common insurance 
service.” 

“Born in the Swadeshi fervour of 1907, the chief aim of the Hindus- 
than Co-operative Insurance Society was to offer an insurance service 
to the country that would be owned, managed and controlled by 
Indians, and it was also the intention to place at the disposal of the 
country those important ancillary advantages which insurance institu- 
tions bestow upon the country’s economic activities and advancement. 
India is a country of small incomes and small savings. And nothing 
big or great can be done until these are gathered, mobilised and ap- 
plied to the development of the country. 

“Before the advent of the Hindusthan Co-operative Insurance 
Society there were already a few Indian life insurance companies. If 
it was not, therefore, the pioneer Indian institution of the kind, it was 
certainly among the pioneers, and like all pioneers it had to fight an 
uphill battle against the heavy odds of old-established foreign com- 
panies. Indian insurance on a large scale was, however, unknown 
before this time, and its scope was more or less confined to the upper 
and educated classes, but the Hindusthan Co-operative set itself to 
the task of popularising insurance among the people more widely and 
the credit of making Indians insurance-minded is not a little due to 
the skilful, persistent and widespread propaganda of this Society.” 

Before concluding N. R. Sarkar also paid glowing tribute to Shri 
Surendranath Tagore and Ambica Charan Ukil in these words : 

“I have often speculated how far I would have risen if, instead of 
joining the Hindusthan Co-operative, my early steps had directed me 
to the’door of a foreign insurance company. In this connection I must 
pay a personal tribute to Mr. Surendranath Tagore. His association 
with this Society represented a departure from the tradition of his family 
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and class, and whose connection with such strenuous practical work 
as is involved m an insurance company was hardly credible until 
Mr Surendranath Tagore proved it otherwise and thereby set a 
worthy example to the rest of his countrymen. To the Society his 
association lent both status and public confidence. Once taken up, 
the Hindusthan Co-operative became his all m all and to *ts develop- 
ment he has devoted the quiet, strenuous and zealous service of a life- 
time. I have particular reason to be obliged to him. The interest he 
took in my own career from the time I joined this institution, the 
personal attention he gave to my training and development, and the 
mature advice and guidance that was always unstintedly available to 
me I shall never forget. At the time of its commencement the brain 
of the Society was the late Mr. Ambica Charan Ukil, to whom we 
must pay a tribute for his fertile ideas and powers of organisation. 
Most of the economic and business principles which guide us today 
we received at the hands of this great man ” 

Shri Surendranath T agore was born in Poona in 1872 and was the 
son of Shri Satyendranath T agore, the first Indian to find a place 
in the Indian Civil Service. He was an erudite scholar and a 
man of letters. His rendering into English the works of his uncle, 
Rabindranath Tagore, has indeed been masterly and widely appre- 
ciated. In Indian insurance, Surendranath Tagore was truly a pioneer 
in the matter of introducing sales literature w'hich established for his 
company reputation for business techniques of high order 

Born, bred and brought up in the princely Tagore family, Suren- 
dranath, instead of leading a life of ease and plenty of the wealthy 
zamindar class, elected to serve the motherland by taking to the hard 
life of pioneering insurance business and founded the Hindusthan Co- 
operative which became a living monument to his constructive genius 
He cheerfully toiled for a number of years under the heavy odds on a 
pittance and nursed and saved the institution founded by him. With 
the quiet dignity of a true ai istocrat Surendranath remained a grand 
commoner in life. He has always been remembered and revered as 
the “Seer of Indian Insurance”. To many in the insurance field and 
outside, he was like a beacon light inspiring others. He passed away 
in May 1940. 
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SURENDRANATH TAGORE 


NALINI RANJAN SARKAR 


Shri Nalini Ranjan Sarkar started as a clerk with the ‘Hindusthan’ 
in the year 1911. Born in a middle class family in Mymensing District 
in 1883, Sarkar passed the Entrance Examination from the village 
school and started his college education at Dacca and Calcutta, but 
could not continue his studies because of pecuniary difficulties. He 
was drawn towards politics early in his life from 1905 under the influ- 
ence of Shri Aurobindo, Bipin Chandra Pal and other leaders. Within 
two years of his joining the ‘Hindusthan’, he became its Assistant 
Secretary by sheer merit. In 1932, he became the General Manager of 
the Company holding the post till 1937, w'hen he joined the Bengal 
Ministry. Subsequently, he became the President of the Hindusthan. 

His organizational capacity attracted the attention of Deshbandhu 
Chitta Ranjan Das and in 1923 he was elected to the Legislative 
Council. Afterwards, joining the Swarajya Party, he became its secre- 
tary and Chief Whip. Sarkar was elected as President of the Bengal 
National Chamber of Commerce in 1931. In 1934 he became the 
President of the Federation of Indian Chamber of Commerce and 
Industries. The year 1935 saw him as Mayor of the Calcutta Corpora- 
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tion. In the Fazlul Haq Ministry he was the Finance Member and 
later he became the member for Education, Health and Lands in 
the Viceroy’s Executive Council and continued as Commerce and 
Food member till 1943. He was also the Finance Minister in Dr. B. C. 
Roy’s West-Bengal Cabinet after Independence and acted as Chief 
Minister during Dr. Roy’s absence. During his last years, he kept 
away from politics because of failing health and ultimately he suc- 
cumbed in January 1953 

Those were days when insurance companies enjoyed a great 
degree of freedom in handling their funds. Nalini Ranjan used this 
freedom to such good purpose that his success as an insurance man 
also found m him a successful pioneer in varied fields of industrial and 
social activity. His methods were not always orthodox and his fore- 
sight was invariably justified by results. He regarded insurance not so 
much as a profit-making enterprise as an agency for human welfare 
and his activities were throughout guided by his social outlook. His 
loyalty to ‘Hindusthan’ found eloquent expression in his speech deli- 
vered at the farewell party given by the employees, when he said: 
“It is because of the Hmdusthan that I am what I am today It is the 
Hindusthan which opened up a wider vista before me. It is the Hindu- 
stan which provided me training ground for larger public work 
and for the larger public life ” 

For proper appreciation of the role of Shri Sarkar, the builder of 
the Hindusthan, we have to go back to the early history of the society. 
While the political struggle, centered round the partition of Bengal, 
was going on, a few leaders of the Province with imagination and fore- 
sight were also planning for some constructive work that might bring 
to the people economic independence. Among them were Brajendra 
Kishore Roy Chowdhury, Maharaja Sashi Kanta Acharya, and 
Ambika Charan Ukil, apart from Poet Tagore and his nephew Suren- 
dranath. It fell upon Ambika Charan, whose devotion to the cause of 
co-operation had already won the esteem of Gurudev Rabindranath, 
to organise an insurance company on a co-operative basis and his 
tireless efforts made it possible to establish the Hindusthan in 1907 in 
one of the rooms of the Jorasanko residence of the poet under the 
presidentship of S. K. Acharyya Chowdhury. Public spirited gentle- 


89 



men as they were, the promoters provided in the Articles of Associa- 
tion that losses Suffered in investments, if any, were to be borne not 
by the policyholders but by the shareholders. The shareholders under 
the articles were to get only the excess interest earned after providing 
a return of 6% to the policyholder’s fund. The response from the 
general public was so promising that, within a short time, the society 
had to shift its office first to 14, Hare Street m 1908 and then to 30, 
Dalhousie Square in 1910. Ultimately, in 1913, it moved to its own 
building at 6-A, Corporation Street (now Surendra Nath Banerjee 
Road). Subsequent presidents of the society included Maharaja 
Manindra Chandra Nandy and Desh Bandhu C. R. Das. 

Success of the Society in the initial years engendered an optimism 
which led the directors to assume that the results which were possible 
with a comparatively smaller paid-up share capital could be main- 
tained even when the share capital was comparatively large. Acting 
on this assumption the enthusiastic directors floated a combined share- 
cum-policy scheme in which a free policy was given in place of divi- 
dends over a period of 25 years in respect of such shares. Had it been 
possible to continue a dividend of 10%, which the company main- 
tained upto 1913 to all shareholders very little complications would 
have arisen. But, with the rush of new share capital thus brought 
about, this was not possible. This plan was discontinued after a couple 
of years when its unsound nature was fully realised. The loss suffered 
was quite heavy and a volley of destructive criticism had to be faced. 
The total liability of the Society stood at nearly half-a-crore of rupees 
which had to be met gradually from the profits of the shareholders’ 
account. The Society, therefore, could not pay any dividend to its 
ordinary shareholders up till 1945 and bonus to policyholders for 
a number of years. At the time of this crisis, the company had to 
revise its Articles of Association but even this revision did not bring a 
solution to its problems. At this stage, some of the directors were 
thinking of closing down the doors under voluntary liquidation scheme. 

This dark Crisis was not without its silver lining. A new chapter in 
the Society’s career started with the adoption of a new scheme sub- 
mitted by N. R. Sarkar who was then an ordinary employee in the 
Land Development Department of the Society, working under the 
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direct supervision of Surendra Nath Tagore. The scheme was ap- 
plauded by Beshbandhu Bas, then president of the Board of Directors 
and was put into operation with immediate effect Sarkar was raised 
to the status of Assistant Secretary in 1918-19 and he left no stone 
unturned to steer the company through rough waters Soon after this, 
he had to face another crisis in the internal organisation The critical 
stage of the Society’s affairs brought about some moral degradation 
among a section of its workers who adopted certain malpractices in 
the office in respect of premiums and a systematic embezzlement was 
going on unnoticed It fell upon Nahni Ranjan to look into the matters 
and advise ways and means to set the house in order He placed be- 
fore the authorities a new system of work w'hich was also readily ac- 
cepted and improvement was recorded in all spheres of activities As 
a mark of its gratitude, the Hmdusthan put up a large marble statue 
of Hon’ble N. R. Sarkar at the Hmdusthan Building and even as the 
preparations for unveiling the same were going on, he lay seriouslv ill 
Arrangements were made at his bed-side to relay the proceedings of 
the unveiling ceremony at the hands of the Governor of West Bengal. 

‘General’ 

While the Swadeshi movement gave a great impetus to formation of 
life insurance companies in the larger cities of Bombay, Calcutta, and 
Madras, the rest of the country was comparatively unaffected with the 
notable exception of Ajmer. There was no insurance company founded 
in the whole of Rajasthan at that time Shn P. D Bhargov a mooted 
the bold idea of starting a company which was placed before Munshi 
Devi Dayal, Munshi Laxmi Narain Mathur, Pt. Behari Lai and Pt. 
Mithan Lai. These leading members of the community m Ajmer 
Merwara appreciated the move and formed themselves into the 
‘General Assurance Society’ which was legislered in July 1907 The 
society, which subsequently owned a building worth lakhs of rupees, 
started its business m a thatched room on Katchery Road, generally 
known as ‘Kumhar Kothi’, on a monthly rent of Rs. 6 with_only 
one part-time clerk. Sound underwriting and scientific management 
enabled “General” to make steady rather than spectacular progress 
in early years. P. D. Bhargova was the General Manager of the Society 
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since inception. The General became prominent among the Indian 
life assurance institutions almost entirely due to 30 years of devoted 
service and watchful care of Shri Bhargova till he retired in 1937. 
Early in 1934, when his bust was unveiled, Shri Govindrao Pradhan, 
ex-Finance Member to the Government of Bombay, remarked : 
“Mr. Bhai^ova has started a National Concern, supported by Indian 
capital, managed by Indian brains and giving employment to several 
young men”. In the address presented to Shri Bhargova on this oc- 
casion by the staff of the society, it was mentioned : “. . . an incorpora- 
tion does not expand of its own accord. In itself it is a dead thing; it is 
not more than a machine. To develop its full efficiency it requires 
capable management which has been concentrated in yourself”. 

These years witnessed launching of two other successful efforts — 
those of “Co-operative Assurance”, Lahore (established in 1906 and 
then shifted to Amritsar) and the ‘India Equitable’ of Calcutta, 1908. 

‘Bombay Life 5 

Shri K. Subramania Aiyar, who can well be called the founder of 
commercial education in India, prepared a scheme for starting an 
insurance company from actuarial and statistical point of view and 
presented it to Sir Lalubhai Samaldas, a business magnate of Bombay. 
Sir Lalubhai, with his friends Sir Chunilal Mehta, G. D. Saraiya and 
Framroze Joshi, J.P., formed a Board of the proposed company and 
associated Dr. R. Row and M. H. Davar as experts on medical and 
field work. The Company’s Chairman was, of course, Sir Lalubhai, 
the father of co-operative movement. As the company owed its origin 
to the Swadeshi movement and as it was to have an Indian manage- 
ment, they decided to call it “Swadeshi Life Assurance Company”. 
The promoters also felt that this name for the company would appeal 
to prospective policyholders. The company was registered on March 4, 
1908. The first policy was issued only on November 1, 1908. Shri 
Aiyar was persuaded to work as Manager as long as he could do so. 
Through his influence the company was fortunate to obtain the ser- 
vices of Mr. George King, F.I.A., F.F.A., as its first Actuary. The 
company also opened the way for future Indian Actuaries when they 
persuaded Mr. King to accept Shri Aiyar’s young pupil Shri Tambe 
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as an apprentice for actuary’s examination 

The directors originally had an idea of having ’one chief agent 
for the whole country but it failed as the terms could not be settled. 
Chief agents were then appointed for different areas m the country. 
One oi the earliest chief agents to be appointed was Shn Salig Ram 
Hoon in Punjab The Swadeshi movement was looked 0 upon with 
suspicion as a cloak to conceal political activity The fortune of the 
company, established when the Swadeshi movement was m full swing, 
declined with the slackening tempo of the movement. The company 
received complaints from some of their Chief Agents that they 
were not able to secure sufficient business as people w 7 ere afraid that 
they might be shadowed by the police if they insured their lives with 
a Swadeshi concern and requested for a change in the name of the 
company. For sentimental reasons the management postponed a 
decision on the request but, ultimately, the name was changed in 
March 1913 from “Swadeshi” to “Bombay Life”. 

As the business did not come up during the first quinquennial 
period, the Actuary’s report was not satisfactory The change in name 
did not help either and there was a stage when the Directors were 
doubtful about the continuance of their venture They, therefore, 
consulted Mi Meikle, Actuary to the Government of India, who was 
quite frank in his opinion that the company was in a solvent condi- 
tion and advised the Directors to continue Framroze Joshi was made 
Managing Director and was vested with full responsibility for bringing 
the company out of the woods. During this period of emergency the 
Directors did not take any meeting fees and the Managing Director 
Shri Framroze Joshi did not draw even a nominal honorarium. The 
company also secured the services of Shri Padmanabha Pai of Messrs. 
Kochikar Brothers as Chief Agents for Madras Presidency. The sup- 
port of Shri Pai at this critical juncture proved of great assistance in 
strengthening the position of the company. 

At about that time the Manager’s post, too, fell vacant due to the 
resignation of Mr. Salig Ram Hoon, who had succeeded Shri Aiyar. 
The Directors took a bold step in appointing their Head Clerk, Shri S. 
B. Cardmaster as the Manager. Cardmaster had joined the company 
in its early days and by dint of hard work and merit, rose to the post 
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of Head Clerk. He proved himself worthy of the confidence reposed 
in him by the Board and the team of Joshi and Cardmaster firmly 
established the company on sound footing. Shri Cardmaster made 
such a name for himself in the industry that, later on when the “New 
India Assurance Company” opened their life branch they requested 
for his services, and ‘Bombay Life’, as a friendly gesture towards a 
sister company, agreed. 

The second valuation of the company conducted by G. S. Marathe 
disclosed a small surplus which gave a new impetus to the staff and 
management of the company to work hard. The progress during the 
next two years was so good that they were prompted to have an interim 
valuation at the end of 1922. But, only at a further valuation the com- 
pany was able to declare a bonus and thereafter it had a steady progress. 

The company secured the services of Shri Indu Bhushan Sen of 
Messrs. Sen & Co., as Chief Agent for Bengal. After four successful 
decades of prominent and active association with various insurance, 
business, industrial and social organisations in Bengal, Shri Sen retired 
m 1954. In the field of insurance he was : Founder-Secretary and 
Director of India Provident Company started in 1911, associated 
with ‘Aryasthan’, President of the first All India Insurance Agents’ 
Conference, patron of Indian Insurance Companies’ Field Workers’ 
Association since inception, founder of “Insurance and Finance”, 
a commercial weekly, President of Indian Insurance Institute 1938-39, 
President, Provident Insurance Company’s Association for several 
years and the author of “Sen Insurance Manual”. He was also the 
President of the Bengal National Chamber of Commerce and several 
other commercial bodies. 

The years 1906-8 are also important as the first Indian General 
Insurance Company was formed in this period. In 1906 there occurred 
several cotton fires in Bombay and the strain of these losses resulted 
in a demand for higher rates by Foreign insurers. This demand was 
strongly resented to by the Indian mercantile community, particularly 
the cloth merchants, who took a lead in forming a company of their 
own/ “The Indian Mercantile”, in 1907. The company started its 
life department in 1933. Its new business had reached Rs. 90 lakhs 
in 1954. 
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7 


FROM FAR AND NEAR 


The catastrophic failure of ‘Albert’ and ‘European’ posed a grave 
threat to insurance in this country. The funds contributed by the 
policyholders in India were used to make good deficits elsewhere. 
The head offices, management and funds of other life assurance 
companies then operating in the country were in England and the 
Indian policyholders had practically no voice m the management, 
investment, custody and safety of the funds. This was a dominant 
reason for the establishment of the early Indian insurance companies. 
Even then a few English offices started operating m India during 1870- 
1900. According to the ‘Review’, a well known insurance journal, 
the experiences of the companies “which rushed in to fill up the place 
vacated by the ‘Albert’ and the ‘European’ were unfavourable so far 
as the natives are concerned for the simple reason that the conditions 
existing amongst Oriental races are absolutely opposed to European 
notions and habits of business Perjury and personation are amongst 
the most ordinary events of Indian daily commercial life and more 
than one office was hit so badly in this direction that it determined 
to go very slowly, indeed, over future business.” The journal continued • 
“The principal source of revenue as regards the business of life as- 
surance for Europeans was to be found practically in the Military and 
Civil service of the Crown . . ” It further referred to difficulties in 
determining proper premium rates on account of absence of data and 
the lack of agencies worthy of the name who could act as regular 
commercial enterprise rather than as a matter of personal cam assmg. 
In spite of such circumstances fraught with discouragement, foreign 
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companies continued to establish themselves in large numbers and in 
collaboration with those already functioning, received large support. 
With the solid patronage of European population and wide support 
of the Europeanised section of Indian society who had a large per 
capita income, they wrote considerably more business than all the 
Indian companies together. 

Two Scottish companies emerged on the scene at the beginning 
of the 20th Century. In December 1902 the Scottish Amicable Life 
Assurance Society appointed Messrs. Balmer Lawrie & Co. Ltd., of 
Calcutta as their agents and commenced writing business. This com- 
pany, however, ceased its operation in January 1909. The Scottish 
Union and National Insurance Company commenced its business in 
1905 and confined its assurances to the lives of Europeans in India. 
The company also took over “The City of Glasgow Life” in 1913. 
The amalgamated company charged the same rates of premium on 
European and Indian lives. 

The Liverpool Victory Insurance Corporation, incorporated in 
England about the year 1906, seems to have started operations in 
India from its inception. This company was absorbed by the ‘Com- 
mercial Union’ in the year 1913. The Indian Insurance Manual 1907 
mentions several other foreign companies functioning at this period 
in India. These companies were : 

English and Scottish Law Life 
Law Union and Crown 
(later Law Union and Rock) 

Northern Assurance 
Provident Life 
Royal Exchange Assurance 
Star 

Scottish Metropolitan 
Alliance Assurance 

Many of these companies had very old connections with India, 
especially in fire and marine business and it is possible that they 
transacted life business also for a long time. The Norwich Union and 
the National Mutual of Australasia commenced Indian business 
about the year 1908. Several of the above foreign companies ceased 


China Mutual 

Atlas Assurance 

London Assurance 

National Mutual of England 

Norwich Union Life Insurance 

Society 

National Mutual Life Association 
of Australasia. 


96 



writing new business when the Insurance Act 1912 came into force. 

According to ‘the invest- gaffers of Life Insurance m Foreign 
Countries’ made by the consular officers of the United States in the 
year 1905, twenty-six foreign life insurance ccrr.pr-y including 
one American life office operated m India m that year The same 
investigation referring to the premiums charged states: “His customary 
to place the provision in the policy that if in case the insured returns 
to Europe or America the annual premium payment is lowered by 
1 per cent ” 

Sun Life and Sir Phiroze 

The Sun Life of Canada was prominent among the foreign offices 
during this period because of a great personality connected with the 
same. He was Sir Phiroze Sethna, an institution by himself. He acted 
as Director of a large number of Boards of Companies and his was no 
perfunctory membership. He took deep interest and was noted for 
his meticulous attention to detail and accuracy m his business activi- 
ties His presence m a Board was almost a guarantee for the public 
and manv business ventures flourished because of their association 
with this Parsi gentleman. In his life Sir Phiroze presented one of the 
most remarkable examples of success attained by grit and perseverance. 

Born on October 8, 1866, at Calcutta, Sir Phiroze Sethna com- 
pleted his Matriculation there and came over to Bombay. After 
graduation in 1887 he joined his father m business and worked as a 
Mukadam m their cotton firm. Young Phiroze did not relish this work 
and his experience made him a little despondent. An interesting 
incident took place when he consulted a colleague who suggested to 
him that it was hopeless for a beardless youth to expect success in 
competition with older stalwarts of the cotton ring. Phiroze promptly 
retired into seclusion to grow a beard and moustaches which he kept 
for the rest of his life. With these new' acquisitions, he emerged once 
more into the fray but with no better success than before After a few 
years of vain efforts in this line he decided to enter the field of in- 
surance and resolved to succeed 

He would walk down Churchgate Street daily in long coat and 
pketa which all Parsis wore m those days and w r ould accost every man 
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SIR PHIROZE SETHNA 


he met with the query “Are you insured?” So persistent was he and 
so punctual in his daily appearance in the street that, far from being 
a joke and later a nuisance, it became a regular feature of his routine 
and people gradually began to look for him. He became known as the 
insurance man of Churchgate Street and, in course of time, developed 
connections which grew sufficiently to place him at the very top of 
insurance business in this country as head of one of the greatest in- 
surance concerns of the world. Although his interests multiplied with 
the years, insurance remained his chief attraction. Described as one 
of the old guards, Sir Phiroze held a unique position in the commercial, 
political and social life of the country, particularly of Bombay City. 
He was the Chairman of the Central Bank of India for twenty years. 
He worked as President of the Indian Merchants’ Chamber and Presi- 
dent of the Bombay Municipal Corporation. In the political field his 
outstanding contributions were his membership of all the Round 
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Table Conferences and, later, of the Joint Parliamentary Committee. 
Sir Phiroze was an ardent champion and a generous patron of art. 
As President of the Motion Picture Society he worked with considerable 
zeal to foster an industry for which he rightly foresaw a great future. 
One of the best speakers in Bombay, he had a very keen memory 
and good delivery He had been a Justice of Peace arfd Honorary 
Magistrate for nearly 25 years, and he was honoured with the award of 
O B E in 1916 — his name appeared m the first list after the order was 
established — and 10 years later m 1926 he was knighted. 

Sir Phiroze joined the Sun Life of Canada in 1901 and has kept on 
record quite a few interesting facts about the story of his company. 
He has mentioned that company’s administrative office for India was 
in Bombay as also the Head Offices of two of the largest and senior- 
most Indian companies — the ‘Oriental’ and the ‘Empire’. They re- 
alised, however, that Bengal was a very populous and rich province 
and that they should make special efforts to improve the company’s 
business there. Accordingly the Company established representation 
in Bengal. Sir Phiroze had recalled an interesting episode : “In 1901, 
when we took over we were able to secure a paid for business of 
Rs. 18,78,050. Coming to the office on the morning of our first ‘Sun 
Life’ Anniversary, January 1, 1902, we eagerly opened the more 
bulky mail packets in the expectation of seeing several proposals on 
that New Year’s Day. Imagine, the terrible shock of receiving, instead, 
advice of a claim for Rs. 1,00,000 on the life of Prime Minister of 
Kashmir, one of the leading Indian States, who had insured only 
a few months before. The news was cabled to Montreal that day; 
prompt instructions returned to investigate immediately and, if 
satisfied, to settle the claim. We did so and that prompt payment 
enhanced our reputation not only m the Punjab but throughout the 
whole country.” 

Initially, for a few years, Sir Phiroze w orked with Mr. McBain 
and, thereafter, he became the General Manager for India. During 
his career the Sun Life took over the Indian business of the New York 
Life as also of the China Mutual with which was amalgamated the 
Shanghai Life. Sir Phiroze made se\ era! visits to his Head Office and 
he has stated: “I am happy to record that any proposals which I have 
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put forward on behalf of India Branch have always received due 
consideration frdm the Executive. In 1902 when I was allowed to 
attend a Board meeting, I strongly urged the advisability of the 
company acquiring a building of its own in Bombay. Eventually, 
after full discussion, this request was granted. ‘Canada Building’, 
as our Bombay Offices are called, is certainly one of the best buildings 
of its kind in the City”. During Sir Phiroze’s regime, “Sun Life” 
opened district offices in many prominent Indian cities as also in 
Colombo and Rangoon. 

As regards the propaganda against foreign companies, Sir Phiroze 
had observed : “There is a considerable agitation at present in India 
as a part of which Indians are advised to insure only in Indian offices 
— Life, Fire and Marine. We cannot blame these propagandists when 
public are intelligent enough to study their own interests and if they 
prefer to give life business to the ‘Sun Life’ of Canada, it is because they 
realise that life assurance on the American continent has made very 
rapid strides and that nowhere else in the world perhaps is the business 
conducted so efficiently. Another result of this agitation is that legisla- 
tion is to be introduced in an effort to compel all non-Indian offices to 
invest their full reserves or a very large percentage, in purely Indian 
securities. Even if such a measure is enacted, it will not affect the 
‘Sun Life’ of Canada in the slightest degree because it already has 
investments in Indian Securities almost equal in amount to the re- 
serves on Indian policies.” 

There is also a reference in Sir Sethna’s writings to target-oriented 
development plans of the Sun Life. He has said: “Our paid production 
in 1920 amounted to Rs. 1,30,00,000. In the fiscal year ended 15th 
October 1929 our paid for figures reached Rs. 4,42,50,000. The com- 
pany is determined that our business in India should very soon reach 
the figure of ten crores”. After serving the ‘Sun Life’ for over 33 years, 
Sir Phiroze retired at the beginning of 1934. The post of General 
Manager that he held was then abolished and the head of the or- 
ganisation in India was designated as Supervisor of Agencies. The 
popularity of the Sun Life in India was mostly due to Sir Phiroze’s 
connections with the Company. His death in the year 1938 was 
mourned all over the insurance world as in other circles. 
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More Indian Companies 

The first two decades of the present century saw the beginning of a 
remarkable structural tendency, viz , the preponderance of proprietory 
companies over mutual companies. In the 19th Century, one m every 
three companies was a mutual organisation. But during the above 
period only one mutual office was floated — The G I P. Railway Em- 
ployees’ Death Benefit Fund, later known as the Central Railway 
Employees’ Assurance Fund This fund was meant for the benefit of a 
specific and limited group of persons. The other companies w r ere all 
proprietory ones indicating that insurance in India had emerged from 
the stage of communal or trade groups In the 20th Century the pre- 
ponderance of proprietory concerns remained a noteworthy feature 
of Indian insurance enterprise. 

The first Year Book published under the authority of the Govern- 
ment of India in 1914 contains some interesting data about the life 
insurance companies then in existence. It points out that “a consider- 
able number of life assurance policies of the Dividing Society type 
were issued. There seems to have been decrease in the number of these 
policies issued last year. When the Act was passed 16 companies is- 
sued them; since then some of these companies have discontinued 
doing so”. The Year Book also listed 13 Indian companies which did 
not make the deposit required by the Insurance Act. 

It further states that of the Indian companies twenty were transact- 
ing other business in addition to life assurance The majority of these, 
viz., fourteen companies, issued Dividing Society policies payable at 
the time of marriage and three companies issued Fidelity Guarantee 
policies. Some of the other types of policies issued were policies pay- 
able at the time of birth, accident, thread-ceremony and bond invest- 
ment policies, annuities certain and payment during sickness. 

Quite a few Indian companies established during the first decade 
of the century were financially and actuarially unsound and came to 
grief in the wake of the 1912 legislation. Yet a few' of these could 
comply with the provision of the Act and prospered m later years. 
Prominent among these was the ‘Asian’ founded in Bombay in 1910 
by a group of influential businessmen. This company made a cautious 
but steady progress. Among the important persons associated with 
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this company were Dr. N. A. De Heredia and Sri Jamnadas M. 
Mehta, Bar-at-Law, who was later Chairman of the Company for 
seventeen years. 

The other companies to be formed in this period were the “Arya” 
in Assam, igio, the ‘Methodist Annuitant’ in Madras, 1911 and the 
‘Unique’ in 'Bombay in 1912. With the ‘Unique’ was associated the 
name of Deshbandhu Chitta Ranjan Das, as one of its largest share- 
holders and patrons. Eleven of the fifteen offices in Bengal, five of the 
eight in Bombay, four of the five in Madras and six of the seven in the 
Punjab, all established during the decade 1903 to 19x2, went into 
liquidation, many of them within a year. Most of these companies 
were started by the new middle class, trained for professions and 
service but which ventured into business. Inexperienced in promoting 
and organising business institutions, and devoid of business acumen 
their ventures failed at the first test of practical business realities. 

The India Provident Company, the oldest, biggest and the strongest 
Provident Company was started in the year 1910. Its progress had 
been uninterrupted all along. It was based upon scientific principles 
and gave public demonstration of the fact that, though the capital of a 
Provident Society may be small and the total business much less than 
that of the big insurance companies, it can still be carried on, on strict 
business principles, affording unimpeachable security to its policy- 
holders. Shri I. B. Sen headed this Society. 

The overall picture of Indian life insurance that emerged at the 
end of the first decade of 20th Century was that of about four dozen 
small life offices issuing new policies mostly of Endowment Assurances 
to the tune of Rs. 6 lakhs each on an average. Bulk of their funds were 
invested in Government Securities earning interest at the rate of 4 to 
5 per cent per annum. The companies progressed inspite of the competi- 
tion of more powerful and experienced foreign companies. 

During this period the ‘Oriental’ continued to be the premier Indian 
insurer. When it started its Colombo branch in 1903 it was the first 
Indian company to open an office out of India. After the death of 
Mr. Slater the affairs of the company were managed from 1899 on ' 
wards by Mr. R. Paterson Brown, who had previously been the 
Secretary of the company. The outstanding feature of Mr. Brown’s 
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management was unquestionably one of expansion. Till then the 
company had operated almost entirely from the hotnc base. He re- 
alised, however, the importance of opening up new avenues and his 
success in this direction was displayed within quarter of a century by 
the existence of a Branch and Agency system, second to none in the 
East. In the year 1896 there were 131 agents working for the company, 
whereas at the time of Mr Brown’s retirement in 1922 the number 
had increased to 2254. During his regime 1 5 branches were established 
and the company built its own premises at five of these places During 
the 22 years he held the reins, the annual premium income increased 
from Rs. 29 lakhs to Rs 70 lakhs and the funds from Rs. 172 lakhs 
to Rs 533 lakhs. Mr. H. Edwin Jones, F.F A , A I A took over after 
Mr. Brown retired. 
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IMPORTANT MILESTONES 


OlDE by side with the comparatively large joint stock companies, 
there sprang up during the first decade of the 20th Century, over 
five hundred Provident Societies— small, uneconomic units that sought 
to cater to the needs of small income groups and which failed miserably 
in the task. Many of these Societies had come up in the wake of the 
Swadeshi movement. These Provident Societies worked on the Divid- 
ing Principle which had inherent defects and the Societies were des- 
tined to fail in a short time. Therefore, there was loud demand to 
regulate the affairs of insurance companies to avoid failures and check 
malpractices. The Government realised that the provisions of the 
Indian Companies Act were inadequate for the control of insurance 
companies. The Indian Life Insurance Companies Act and the Pro- 
vident Insurance Societies’ Act were passed in 1912. 

Government Control 

It was a time when other countries were enacting legislation to 
control the operation of insurance business. In America, for instance, 
following an exhaustive enquiry into the working of life offices, a 
comprehensive Insurance Act was passed in the State of New York 
in 1906 to control all phases of their operations. An Act had been 
passed by the British Parliament in 1909. Due to pressing demand from 
all quarters, Mr. Clerk, Commerce Member placed before the Im- 
perial Legislative Council two bills which laid the foundation of 
systematic insurance legislation in India. 

To check the mushroom growth of companies there was a proposal 
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in the original Bill for an initial deposit of Rs One lakh to be mised 
to two lakhs by subsequent instalments This provision was whittled 
down by the Select Committee to Rs 25,000 initially to be followed 
by one third of the net profit until the total reached to Rs 2 lakhs 
An attempt to provide for investment of funds m Trustee Securities 
only was also voted down The result was that there was n® real check 
on the establishment of new uneconomic units The Act made it 
necessary for the companies to submit certain returns to the Go\ em- 
inent A demand for deposits from foreign offices was rejected by the 
Government There was complete absence of any control over the 
transaction of General business in this first Indian insurance legisla- 
tion Though the Act was intended to eliminate financially unsound 
Indian life offices, some of the foreign offices like the ‘London As- 
surance Corporation’ and the ‘National Mutual’ withdrew their 
operations in India at this time despite the extremely favourable 
position they enjoyed under the new regulations The City of Glasgow', 
the Liverpool Victoria, the Pelican and the Scottish Metropolitan 
ceased to exist as separate entities when they merged with other 
offices. Some of the foreign companies ceased writing further business 
to avoid submission of reports to the Government Several of the 
Indian companies which conducted schemes based on the principle 
of assessmentism or on actuarully unsound basis had eithci to drop such 
schemes or modify them to conform to actuarial requirements The 
Indian companies w'ho were paying dividends to their shareholders 
irrespective of their business being profitable or not, w ere stopped from 
declaring dividends except out of actuarially ascertained surplus 
The result was that only a few' companies could continue to pay di\ 1- 
dends. 

Notwithstanding the defects and the lenient provisions of the Act 
of 1912, it had a salutary effect on the companies The necessity of 
actuarially based tables of rate and periodical Valuations was also 
then recognised and the Indian insurance business advanced by an 
important step m its useful career The passing of the Insurance Act 
of 1912 was an important landmark in the progress of life insurance 
m our country. 

All companies had to submit certain 1 eturns in a schedule form 
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to the office of the Government Actuary and they were published 
under the authority of the Government of India. The first of these 
“Statement of Accounts” and “Abstracts of Actuarial Report” for 
the year 1913 provided many useful details. Twenty- three com- 
panies including eighteen constituted in Britain, two in Canada, 
one in the «U.S.A. and one in Shanghai were partially exempted 
from the Indian Act on the ground that they carried on business 
in the United Kingdom and complied with the provisions of the 
British Assurance Companies’ Act of 1909. The principal effect of this 
exemption was that these companies were exempted from making 
deposits with the Comptroller-General and they could submit their 
accounts in the form required by the British Act. As the companies 
which transacted business both in United Kingdom and in India 
were not required to submit particulars of their business each year in 
India, the total insurance business transacted in the country at that 
time is not available. This defect was remedied only after the passing 
of further legislation in 1928-29. 

The first report also furnished details as to the exact nature of 
business done on Dividing Society basis. Under this scheme the sum 
assured was not fixed but depended on the division of a portion of 
each year’s premium income amongst the claims in that period either 
equally or in proportion to the total of premiums paid under each 
such policy. As this basis was unsound, many companies found that 
the sum actually payable on a claim occurring was frequently much 
less than the amount held out as payable and much less than the total 
amount of premiums paid under each claim policy. Another defect 
of this system was that every policyholder had to pay the same pre- 
mium irrespective of age at entry. The Indian Life Assurance Com- 
panies’ Rules framed in 1913 made it obligatory for every company 
transacting Dividing Society business to show in its account both the 
premium income and the claims of such business separately from the 
premiums and claims of the other classes of life business transacted 
by them. The Government Actuary hoped that the publicity to such 
details would convince all those interested of the undesirability of 
continuing to issue such policies. 

In the first report (1914) the Actuary to the Government of India 
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,Mr. H. G. W. Meikle made a few useful suggestions for inclusion of 
certain matters by each company either m the Articles of Association 
or by rules to be published in its prospectus. These suggestions per- 
tained to the rights of the policyholders to vote at General Meetings 
and to appoint persons to represent them on the Managing Body as 
also to appoint Auditors, the classes of securities m which the funds 
may be invested, the method of distribution of profits, the procedure 
for making new rules or altering or repealing existing rules, etc. 

A few years experience showed that the publication of the Annual 
Accounts and Balance Sheet of every Life assurance company doing 
business in India was rather unwieldy and cumbrous and the Act 
was amended to permit publication of the reports m such abbreviated 
form as Government might consider desirable. The reports published 
from 1917 onwards set forth the particulars in summary form. This 
facilitated comparison not only with the corresponding particulars 
of other companies for the same year but, what was more important, 
with the reports of the same company for previous years. 

Western India 

Even though with the passing of the Insurance Act, 1912 many foreign 
and Indian companies ceased to write business, the Act did not deter 
those who had the required urge, self-confidence and background to 
succeed from starting new insurance companies. In the year immedia- 
tely following the passing of the Act, two companies were formed — 
The Western India Life Insurance Company Ltd. and The Industrial 
& Prudential Life Insurance Co. Ltd 

Satara, a small town in southern Maharashtra, is a place of 
historical interest. Having been the seat ol Maratha power in the 18th 
and 19th centuries, it lost its glory when the Marathas were finally 
defeated in 1848. In the early 20th century the sw adeshi spirit spread 
to this town. Some of the local nationalists under the leadership of 
Shri W. G. C.hirmule formed in 1906 the ‘Satara Swadeshi Commercial 
Co.’ which initially dealt with sale of cloth and sugar. As the concern 
progressed the promoters developed it into a bank. 

There were agents of some prominent Insurance companies at 
Satara. Two of them, both having the surname Joshi, representing the 


107 



‘New York Life’ and the ‘Oriental’ respectively, placed before this 
group an idea for forming an insurance company. It was indeed a 
bold decision to make, particularly for a small town like Satara, at a 
time when life assurance was neither much in demand nor quite 
popular. Shri Chirmule did not at once give his consent but asked 
for time to -study the subject and for that purpose called for books 
from America. The discussions went on for about a year. After detailed 
study he finally agreed to launch the venture, abandoning his legal 
career. Once the decision was taken, the entire group worked on it 
day and night and made all the necessary preparations. The first im- 
portant hurdle was raising the initial capital, but both Shri L. K. Joshi 
and Shri V. V. Joshi whole-heartedly accepted this responsibility. 
Shri Chirmule had already made a name for himself for his organising 
capacity and integrity in the conduct of the Swadeshi Commercial 
Company. As a result, it was not necessary to pay any commission 
for the sale of shares. On August 13, 1913 ‘The Western India Life 
Insurance Company’ was registered — the first insurance enterprise in 
that region. The first Board of Directors consisted of : 

Rao Bahadur V. N. Pathak, M.A., Chairman 
Shri W. G. Chirmule, B.A., LL.B., Managing Director 
Shri G. H. Devi, Merchant 
Shri N. K. Agashe, B.A., LL.B. 

Shri C. M. Apte, B.A., LL.B. 

Rao Bahadur R. R. Kale, B.A., LL.B. 

Shri R. P. alias Dadasaheb Karandikar 

As there had been criticism of the Managing Agency system during 
the course of the debate on the Insurance Bill in the previous year, 
the promoters decided to appoint a Managing Director instead of 
leaving the affairs to some Managing Agent. The Company also 
decided to invest its funds in gilt-edged and trust securities and provided 
for election of two directors by the policyholders. The first policy was 
issued on September 27, 1913 on the life of Shri V. G. Godbole, 
Perfumers, of Satara. Like the leading companies ‘Western India’ 
too started with a one room office. In due course when they thought 
of having bigger space they acquired the historical property of the 
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Ruler of Phaltan and the offices were shifted to this building m 1919 
The articles of the company provided for a general reserve fund 
However, as an added measure of safety the company started an 
investment reserve fund to guarantee the utmost security to the 
policyholders 

In the plans of the company for expansion outside Maharashtra an 
important contribution was made by Shri Parumal Harjasrai, General 
Agent of the Company for Sind. In due course the company expanded 
its operations from the Punjab to Madras The Managing Director had 
rallied round him a band of highly qualified youngsters for adminis- 
trative as well as field work. In 1924, Shri K. Y. Joshi joined ‘Western 
India’ and except for a break of two years in 1929-31, he served the 
Company throughout. He succeeded Shri Chirmule as Manager. 

From small beginnings the company rose, within a short period 
of 1 5 years, to a premier position among the Indian companies and 
showed increasingly satisfactory result at every triennial Valuation 
Shri Marathe, Actuary, termed the surplus of Rs 12,000 disclosed 
at the very first Valuation in 1917 as a rare occurrence At its second 
Valuation in 1920 the company could declare a reversionary bonus, 
which had rarely been done by any other Indian insurance company. 
With this declaration and grant of a dividend of 6 % to the shareholders 
the Company established a fine reputation 

By 1920 the company could complete new business of Rs 26 lakhs 
with annual premium of over Rs 1 lakh. A policy of caution, steady 
growth, low administrative costs and last but not the least important, 
the ever-present realisation that the company was a trustee for 
the benefit of the policyholders whose interest they must guard with 
unremitting vigilance have been the guiding principles lor the com- 
pany. The credit for laying down these principles goes to W. G. Chir- 
mule as the first Managing Director of the company 

Vima Maharshi 

Born in 1864, Wasudev Ganesh Chirmule was a teacher at first m the 
Bombay English School and then in the Maratha High School, 
Bombay. Later, he served as a first Assistant in the Jamkhindi State 
School and was appointed a Judge in Mudhol State from 1891 to 1894. 
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W. G. CHIRMULE 


SIR LALUBHAI SAMALDAS 


Thereafter he practiced as a Pleader at Satara and was appointed as 
Assistant Public Prosecutor from 1901 to 1913. He was also elected 
as a Councillor of the Satara Municipality in 1898 and later was its 
Chairman for two years 1917- 1919. He worked as a member of the 
District Local Board for 9 years. Beside's the Western India he was 
the founder Chairman of the Satara Swadeshi Commercial Bank Ltd., 
the United Western Bank Ltd., the Western India Trustee and Execu- 
tor Co. Ltd., and the founder of the Vima Mudrak and Prakashak 
Ltd., all at Satara. Chirmule, who was popularly known as ‘Anna- 
saheb’ retired from the post of Managing Director of the Western 
India after service of about 18 years. Even after retirement and in 
spite of his age he maintained active contacts with the company. He 
was known as the oldest insurance man in India at the time of his 
death in 1951. Reveredly referred to as Vima Maharshi, Annasaheb 
was ar staunch nationalist, unassuming in dress and appearance 
and was a selfless social worker. Calm by nature with utilitarian' out- 
look in business matters, unfailing grasp over any situation, trying 



and favourable and above all with indomitable energy and love for 
the welfare of his institutions, he was solely responsible for the success 
of “Western India ” While unveiling his portrait m 1935, the 
Hon. M. R. Jaykar had rightly remarked that Chirmule was a miracle 
man and the Western India his miracle institution 

Industrial and Prudential 

“In the gloom of thickened atmosphere of distrust and suspicion 
of indigenous concerns and undertakings, designedly intensified by 
interested foreign exploiters, the Company’s early struggles were the 
same as of all the Indian undertakings started m those times Every 
inch of ground had to be fought for, lost and won again. A host of 
seen and unseen hostile forces had to be contended with and got over, 
large sacrifices to be made and public confidence secured.” Thus 
says the Silver Jubilee Souvenir ol the Industrial and Prudential 
Assurance Company Ltd., about the circumstances of the early career 
of the Company. 

The first Board of Directors of the Company registered on 
August 26, 1913, consisted of. 

The Hon’ble Sir Pherozeshah M Mehta, K C I E , Chairman 

Sir Sassoon David, Bart. 

Sir Shapurji B Broacha, Kt. 

The Hon’ble Sir Fazalbhoy Currimbhoy, Kt. 

The Hon’ble Mr. Lalubhai Samaldas 

The Hon’ble Mr. Chimanlal H Setalwad 

The Hon’ble Dr. D. A. DeMonte, M D. 

Phiroze C. Sethna, Esq. 

James MacDonald, Esq. 

Though registered in 1913, the Company started only in the year 
1915 in a modest way. It is interesting to record that the fust pohcj 
of the Company was taken by Shn Bhulabhai J Desai, doyen of the 
Bombay Bar and a great patriot. 

• Sir Lalubhai Samaldas was at the helm of affairs of the Corilpum 
for a decade-and-a-half from 1922 till his death in 1936. During 
these 14 years, the Company prospered and grew from strength to 




strength. Sir Lalubhai was the founder-Chairman of the ‘Bombay 
Life’ also and was for some years a Director of the “New India’. He 
took a leading part m the industrial <G\ cion meat and co-operative 
banking in the Bombay Presidency. The promoters had the idea 
of providing insurance facilities to the middle class and industrial 
workers While the Company had taken almost 15 years to cross 
Rs. 25 lakhs, within the next four years it crossed Rs. 50 lakhs mark 
of new business. From the very beginning Shri J C. Setalvad had 
the responsible and arduous task of looking after the day-to-day 
management and administration of the Company He was truly its 
life and soul. As a partner of the Managing Agents’ firm, he volun- 
tarily and willingly sacrificed large commission due to him for a 
number of years until the Company was placed on a sound financial 
footing. 

Shri Setalvad came from an illustrious family. His father, Sir 
Chimanlal H. Setalvad had earned for himself a unique position m 
the legal world which has been well maintained by his son Shri M. C 
Setalvad. ‘J.C.’ served the insurance industry with conspicuous 
success for about 40 years He was a pioneer of General Insurance in 
India and founded the Vulcan Insurance Company after the first 
World War. He was the founder and President of the Indian Insurance 
Companies’ Association and a President of the Indian Merchants’ 
Chamber of Bombay as w r ell as the Federation of Indian Chambers 
of Commerce and Industry. He also w orked as a member ol the Food 
Advisory Council, the post-war Planning Commission on Insurance 
and Insurance Advisoiy Committee of the Government of India He 
actively helped m drafting of the Insurance Act, 1938, and the amend- 
ment thereto in 1950. He passed away in February 1951 and the 
Federation of the Insurance Institutes (j G Setalvad Memorial] is, 
as the name signifies, a tribute by Indian insurance to his great ser- 
vices m its cause. A bust of Shri 'J. C.’ was unveiled by Shri A. D 
Shroff in Januaiy 1955 in the Industrial Assurance Building. 

The able lieutenant ol j. C Setalvad w as Shri Keshav pi asad C 
Desai, well known educationist. ‘K.C ' had taken to msuiante with 
great enthusiasm since 1920. Coached up by Varajdas Bhaidas who 
had given up large and profitable loieign insurance connections to 



place the ‘Industrial and Prudential’ on its feet, Shri Desai was 
well equipped for his responsible position as the General Manager 
of the Company. In recognition of his services to the insurance in- 
dustry, he was elected President of the Indian Life Assurance Offices’ 
Association in 1933. Together with he was an Honorary Secre- 

tary of theTnsurance Legislative Committee set up by more than 20 
leading Indian insurance companies. 

In the year 1913, two other companies were also registered which 
continued upto the day of nationalisation. One of these was the 
‘Mysore Life Assurance Co.’ Its name was subsequently changed to 
‘Asiatic Government Security Life Assurance Co. Ltd.’ and the Head 
Office transferred from Mysore to Bangalore. The other company, 
started in Bombay, was the' East and West Insurance Company. A 
couple of other companies floated in the same year soon went into 
liquidation. 

During The First World War 

The year 1914 saw the beginning of World War I which had disastrous 
effects on the economic conditions of the country, although trade and 
industry quickly adjusted themselves. Goods normally exported to 
belligerent countries were sent to alternative markets. Foreign goods 
were either imported from neutral sources or substituted by local 
production. New factories sprang up, producing more goods and 
paying higher dividends despite the taxes. War profits were ploughed 
back into industry or invested in war loans and the Government 
policy of financing the war, at progressively higher rates of interest, 
increased public debt to burden the future generation leaving those 
who directly benefitted by it severely alone. The higher yield reacted 
upon the market value of the Government Securities, notably the 3! 
per cent Government Paper, which, standing at par in 1913, declined 
to Rs. 96 in July 1914, to Rs. 80 in July 1915, to below Rs. 75 in the 
next year and to Rs. 68 in July 1917. After a short rally at the time 
of the Armistice in November 1918, it again dropped down to Rs. 75 
in June 1919, Rs. 60 in next January and to the low figure of Rs. 55 
in June 1920. Money markets in India went out of gear; the normal 
credit channels dried up; Indian industries were pushed back to the 
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! 9*3 ^ eve J an d, in short, the aftermath of peace was in many respects 
worse than the upheavals of war 

Many banking institutions received a jolt immediately after the 
outbreak of hostilities and liquidations were alarmingly large- — 55 
during 1913-14, u in 1915, 13 in 1916 and 82 more before 1924. 
Indeed, the period 1913-24 proved to be most disastrous* for Indian 
banking This had its repercussions on insurance. Much of the impetus 
provided by the Swadeshi movement in the first decade of 20th 
Century was lost as a consequence of loss of public confidence resulting 
from the failure of insurance companies after the 1912 Act, widespread 
bank failures and the declining gilt-edged security values. While in 
1914, forty-four offices wrote Rs 3 20 crores of new business, two years 
later the same number of offices could write only Rs. 1 75 crores 

The Year Book, 1917 observed : “The summaries of the Indian 
companies showed a continued shrinkage in the new sums assured. 
It is, however, satisfactory to be able to state that many of the returns 
now being received show a marked recovery. Notwithstanding this 
new business, the total amount of sum assured remaining in force 
shows a decrease of only 3 per cent The claims by death are less and 
the surrenders greater than in the previous year. It is satisfactory to 
find a considerable decrease in the expense ratio, although this is 
partly due to the smaller amounts of new business transacted. Not- 
withstanding the decrease in the funds, it is satisfactory to find that 
the amount of the interest income had increased considerably. This 
is a very important consideration in view of the fact that Indian 
companies issued mainly Endowment Assurances and under that 
class of policy the principal source of profit is generally surplus interest 
The Directors of a company need not necessarily be alarmed if owing 
to depreciation of the securities, the Actuary’s Valuation report does 
not permit of a bonus being paid, provided the valuation proved the 
company to be solvent”. Thus the various factors counterbalanced 
each other and the industry did not suffer (o any considerable extent. 
In fact, in 1917 both new business and business in force rose and 
much of the lost ground was recaptured. 

Only two life offices established during the period oi World War I 
had a long life. These two were the ‘Zenith' of Bombay established 
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in 1916 and the G.I.P.R. Employees’ Fund, 1917. Four other com- 
panies established during the same period were either amalgamated 
or went into liquidation in a short time. During the War years the 
average size of an Indian life office was small and the average amount 
of new life insurance business varied between Rs. 4 and Rs. 7 lakhs. 

The investment policy of Indian, life offices has been on a set 
pattern. From the inception of the industry, the Indian offices in their 
anxiety to give financial security to their policyholders, invested most 
of their funds in Government Securities. In 1914 these securities 
amounted to Rs. 5.1 1 crores when total assets were Rs. 6.78 crores; 
and Rs. 6.78 crores in 1918 when total assets were Rs. 9.19 crores. 
The percentage of Government securities to total assets came, on an 
average, to 74.8 during this period. They were followed by loans 
(7.2 per cent), land and buildings (5.5 per cent) , mortgages (2.4 per 
cent) and corporate securities (1.8 per cent) . The dominance of 
Government Securities in the total investment picture remained its 
special feature till the very end of private life insurance enterprise in 
India. 

Nominal War Risk extras applicable in normal times were con- 
siderably enhanced at the outbreak of hostilities in 1914 both on 
existing and new policies. Patriotic motives induced many British 
offices to waive the extra premiums for their policyholders who had 
enlisted in the forces and the practice was followed by a few Indian 
offices. 

The mortality experience of India as a belligerent country was 
extremely favourable and no untoward increase was noticed. However, 
the outbreak of influenza epidemic, which followed the War in 1918, 
took a heavy toll. In India, six to seven million were estimated to have 
perished in 1918. Such heavy mortality naturally affected the claims 
experience of the Indian life assurance companies. For instance the 
Valuation Report of the Oriental for the triennial period 1916-1918 
showed an increase in claims of nearly Rs. 23 lakhs over the claims 
of the previous triennium. 

Post-War Developments 

During the War years, 1914-1918, there was naturally a slackening 
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SIR DORAB TATA 


in the new company flotations. The boom that had started in 1913 
got thus temporarily arrested. The first World War had demonstrated, 
to the people of this country, the urgent need of building up as self- 
sufficient and balanced a national economy as possible. The develop- 
ment of indigenous insurance became the spearhead of the new eco- 
nomic spirit. With the indifference and even opposition of an alien 
Government and powerfully entrenched foreign interests, the task 
of fulfilling the national objectives naturally fell on the shoulders of 
the Indian people. Many industrialists came forward to found new 
companies. The lead was taken by the celebrated House of Tatas. 
Realising that, in the field of insurance, there was hardly an Indian 
company catering for General Insurance business, a highly intricate 
and technical business, then new to this country, Sir Dor ab; Tata, 
with prophetic dream, conceived the idea of establishing a great and 
truly Indian composite insurance company and undertook the 
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responsibility of promoting the New India Assurance Company Ltd. 
As sufficient capital was the sine qua non of firm foundation for such 
a venture, the ‘New India’ was floated with an authorised capital 
of Rs. 20 crores, the largest capital of any insurance company in India. 
It made remarkable progress from the start under the guidance of 
Sir Dorab as Chairman for the first ten years and with Mr. Duff as 
the General Manager. It commenced life insurance business only 
ten years after its inception. 

Another composite insurer, which started in the year 1919, was 
the Jupiter General Insurance Co. Ltd., founded by Laljee Naranjee 
and Manu Subedar, with Messrs. Laljee Naranjee & Co., as Managing 
Agents and N. N. Wadia as Chairman. The ‘Jupiter’ also commenced 
life business in 1928, nine years after its formation. 

The year 1919 saw the formation of as many as nine companies 
of which eight were at Bombay and the remaining one in Bengal. Most 
of these companies entered the General Insurance field to start with. 
Besides the New India and the Jupiter, the other companies that survived 
and also made name for themselves were the ‘Universal Fire and 
General’, the ‘Vulcan’ and the ‘British India’ which later acquired 
controlling interest of the ‘Zenith’ and the ‘Crescent’. The Crescent was 
founded by Shri Ramchandra M. Bhatt of Bardoli fame and it worked 
in the belief that sound security and enlightened service stood for 
steady progress. The Universal was founded by Seth Motilal Kanji, 
J.P., Varajdas Bhaidas and Keshavlal H. Setalvad, J.P. of the well- 
known firm of Messrs Kanji & Co., leaders of insurance business in 
Bombay. Starting its life department in 1936, it completed new 
business of Rs. 1.19 crores in 1954. 

The social and political life of the country was far from peaceful. 
The War had, no doubt, ended in a victory for the Allies and progressive 
India was awaiting some reward for her war efforts. Unfortunately, 
however, there came the Rowlatt Act followed by the clamping of 
Marshal Law at Lahore and some other places in the Punjab and the 
Jallianwala Bagh massacre at Amritsar. The whole nation was stunned 
as police bullets and bayonets became the order of the day. Every- 
thing looked bleak. It was at this stage that the Mahatma appeared 
and stirred the country with his message for the liberation and re- 
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generation of the Motherland. 

Pitting spiritual force against the full might of the Government, 
Mahatma Gandhi turned political agitation into a mass movement 
and released the inner springs of the nation. Warring elements were 
soon unified. The boycott of British goods and British institutions 
became widespread and effective. The Indian life offices derived 
sustenance from growing nationalism that then prevailed. From the 
political platforms and Legislative Councils, national leaders raised 
their voice in support of Indian offices. “It is the duty of every' Indian,” 
they averred, “to support only Indian insurers. . . . the keynote of 
our Swaraj is in placing all our insurance with Indian companies.” 
The cause of Indian insurance came to be regarded as a national 
cause. 

The non-cooperation movement brought the Government almost 
to its knees — almost, for the Chauri-Chaura tragedy, occurring at 
the height of success, compelled Gandhiji to withdraw the movement. 
With him the end did not justify the means. Following this, influence 
of the moderates increased. Powerful leaders like Motiial Nehru, 
Lajpat Rai, C. R. Das and Vithalbhai Patel contested and entered 
the Legislative Councils and Assemblies, to strive for the rc-construc- 
tion of India’s shattered economic life. In the insurance field a large 
number of companies sprang up all over India. During the ten years 
from 1919, thirty-nine companies were promoted, many of them with 
the active support of national leaders. Although a majority of them 
went out of existence, through amalgamations and liquidations, the 
enthusiasm that they generated was sustained thereafter. In this 
decade the establishment of life insurance companies was speedier 
than at any time in the past, an average of three new companies per 
year surpassing all previous records. 

The twenties of this century witnessed constant rise in the volume 
of new life business as well as total life business in force. I n the year 1918 
new business of only Rs. 2.9 crores was .recorded which rose to Rs. 4.5 
crores in 1919. The figure kept on increasing till it reached the high 
watermark of Rs. 15.4 crores in 1928. At the end of this period, there 
were 4,12,446 policies in force with an aggregate sum assured of 
Rs. 71. ix crores. The number of life offices also increased from 42 
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in 1919 to 56 in 1927. The average size of Indian offices increased 
at quite a fast' rate; whereas the average amount of new business 
written in 1918 was Rs. 7 lakhs, it rose to Rs. 22.8 lakhs in 1927. 
However, the new policies were for small amounts, the average sum 
assured being about Rs. 1,879. 

A couple of noteworthy features of this period are pointed out in 
the Year Books. Referring to the incidence of Income Tax the Year 
Book 1920 says: 

“Life assurance companies in India are now assessed for income- 
tax on the basis of their profits as ascertained by actuarial investiga- 
tions; if the total tax deducted at the source from interest on invest- 
ments exceeds the tax calculated on profits, a refund is admissible 
to them of the difference. In the United Kingdom, income-tax is 
payable on the interest income after deduction of the amount of 
the expenses— subject to the proviso that it shall not be less than 
that on profits. Life assurance companies in the United Kingdom, 
as well as elsewhere, have been contending for a long time that the 
only fair basis on which they ought to be taxed is their profits; 
Indian life assurance companies should consider themselves 
fortunate that they have already got this generous treatment from 
Government.” 

The Year Book for the following year refers to “the amendment 
in 1919 of the Life Rules with a view to secure a fuller disclosure of a 
company’s position in its accounts and statements.” The rules required 
the accounts to be audited as at the date at which the Actuarial Valua- 
tion was made, and also the Auditor to state whether the value of 
stock exchange securities shown in the Balance Sheet at the close of 
the Valuation exceeded the market value on that date. 
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END OF AN EPOCH 


IT was an interesting coincidence that the demand for entry of the 
State m the sphere of life insurance was repeated in the very year of 
birth of Indian insurance — 1870 Around that year the death of a 
Post Master in harness leaving his family in indigent circumstances 
aroused public opinion and prompted a demand for the introduction 
of a Government-sponsored scheme of life insurance to help Govern- 
ment employees make provision for the security of their families. An 
outcome of demand, over the years, was a scheme of life insurance and 
monthly allowance for its employees introduced by the Postal Depart- 
ment in 1883 on an experimental basis. It was a pioru e- : ng step not 
only in the field of life insurance but also in the recognition by the 
State of its responsibility for the welfare of its employees and their 
families. 

Postal Insurance 

Admission to the benefits of the scheme was voluntary. Premium was 
payable by monthly instalments and was deducted from pay bills, 
an arrangement most suited to those whom the scheme sought to 
benefit. Initially Whole Life Policies from Rs. 50 to Rs. 4,000 and 
monthly allowance contracts upto Rs. 50 per month were issued. 
The Director-General, Posts and Telegraphs, was the Administrator 
of this scheme. The accounts of the Fund w ere, however, centrally 
maintained at Calcutta by the P & T Audit Department upto the 
middle of the 20th Century. 

The success of the scheme led to its extension to . 
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Departments and, in 1888, Telegraphs employees were covered by the 
scheme. After ten years all the permanent employees of Civil and Mili- 
tary Accounts Departments also were allowed the benefits of the 
scheme. Employees of the Local Funds and Municipalities were admit- 
ted to the scheme in 1904 and, in 1925, temporary Government em- 
ployees whi) had prospects of continuing in service were also made 
eligible. The premium limit of insurance of Rs. 50 was raised to 
Rs. 100 in 1922 and the maximum limit underwent revisions from 
time to time. From Rs. 4,000 initially, it was raised to Rs. 10,000 
in 1920. This limit was doubled in 1932. The rates of Whole Life 
Policies were revised in 1907 and in 1914 the premium rates under 
all tables were revised. The Endowment Assurance Scheme was in- 
troduced in 1898 and, in the following decade, several policy benefits 
such as grant of half Surrender Value, later, full Surrender Value, con- 
version of policies, etc., were allowed. From 1907 Whole Life Policies 
were allowed with premiums limited upto age 50 or 55. 

In view of these facilities and concessions, the Postal Insurance 
showed steady progress. At the turn of the century its annual business 
was in the vicinity of Rs. 15 lakhs. The first Valuation of Postal Life 
was conducted in 1907 and was followed by further Valuations every 
5 years, which work was subsequently entrusted to the Controller of 
Insurance. As a result of the first Valuation, the face value of all the 
policies were increased by 10 per cent. The Postal Life had always 
declared good bonuses thereafter. At the end of the first World War 
its new business crossed Rs. 25 lakhs mark and the average policy 
amount came to Rs. 1,372. Within two years the new business in- 
creased to Rs. 55 lakhs and in 1922 Rs. 1 crore mark was crossed. The 
average policy amount of new business at this stage exceeded Rs. 2,000, 
which achievement could not be claimed by ordinary life offices. In 
1928 the total number of Postal Insurance policies in force was 58,586 
assuring a total amount of Rs. 11.67 cror es. The Valuations held in 
1922 and 1927 disclosed surpluses of Rs. 20.6 lakhs and Rs. 40.4 lakhs 
respectively. Of the surpluses more than half was distributed among 
policyholders. Thus, though the number of Postal Life Insurance 
policies was only a small percentage of the number of new life policies 
issued by Indian insurers, it showed signs of presenting substantial 
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LALA LAJPAT RAI 


PT. MOTILAL NEHRU 


competition, particularly among the Government and Semi-Govern- 
ment employees. 

Lakshmi 

A corps of distinguished patriots of Lahore who plunged into the 
non-cooperation movement of 1921 found their political inspiration 
frustrated with its withdrawal. This group headed by Pt.K. Santanam 
thought it necessary to find new channels for expression of their creative 
energy, closely aligned to the service of the people. The great leader of 
Punjab, Lala Lajpat Rai, suggested the formation of a life insurance 
institution which was eminently suited for rendering social service. In 
his words: “Insurance companies fulfil a highly useful economic function 
in modern society; though they do not produce wealth, they are one 
of the chief factors in conserving surplus wealth making it available 
in emergency and, above all, in cultivating habits of thrift and eco- 
nomy without which no community can be prosperous. . . . Insurance 
companies collect a portion of the scattered surplus wealth and make 
it available for business and industrial expansion.” 
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The Lakshmi, since its inception, had the advantage of the dyna- 
mic talent of its Managing Director, Pt. Santanam who built up a 
disciplined field corps with zeal for social service. Panditji worked for 
the development oi the company as if working on a political campaign 
and toured the length and breadth of the country addressing meetings 
and preacMng the message of insurance. At the beginning of 1927, 
when opening the company’s Sind Branch, he gave a short resume of 
the work done in the first two and half years. During the very first year 
of its birth, policies for Rs. 23 lakhs were issued out of proposals for 
Rs. 35 lakhs that were received. This spectacular achievement was 
not confined to the first year alone. Next year also, policies for nearly 
Rs. 39 lakhs were issued out of proposals for Rs. 51 lakhs. The ‘Lakshmi’ 
thus marched to the forefront of Indian insurance in an incredibly 
short time to be labelled “The Infant Prodigy.” In his report in 1927 
the Government Actuary cited the example of the ‘Lakshmi’ for having 
a remarkably low expense ratio. 

The ‘Lakshmi’ achieved more than mere success in promoting in- 
surance, for its energetic promoters, with a zeal reminiscent of the 
crusaders, rose to give a lead for extricating Indian insurance from 
foreign domination. From political platforms the national leaders gave 
a call that it was the duty of every Indian to support only Indian in- 
surance. The ‘Lakshmi’ symbolised this call for the national cause. It 
came to be bracketted with resurgent ‘Bombay Mutual’ and ‘New 
India’ as the “Indian Expresses.” Though a very young company, at 
the end of its financial year 1928, its new and total business ranked 7th 
and nth respectively amongst the Indian life offices. Pt. Santanam 
had secured the services of quite a few' capable persons for the com- 
pany. Shri Trilok Chand Kapoor had joined the non-cooperation 
movement in February 1921 and was convicted for civil disobedience. 
He was appointed as Office Manager of Lakshmi in 1926 and served 
the company for 1 8 years. He played an important role in the insur- 
ance as well as the civic life of Lahore. Shri Kapoor w'as connected 
with the Arya Samaj and the D.A.V. College movements. He was the 
General Secretary of the Second Indian Insurance Conference held 
at Lahore in 1934 and President of the Lahore Insurance Society. 

Dr. Gopichand Bhargava, who later became a Chief Minister of 
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Punjab, was the Chief Medical Officer of the Lakshmi. 

Laia Lajpat Rai, besides being a staunch fighter for the political 
rights of his countrymen, was a strong believer m the incalculable 
good that could be achieved through the advancement of Indian 
'zz.r-y.~~ and insurance. He believed that much could be accom- 
plished if insurance and banking institutions of the country had na- 
tionalist outlook and were inclined to help industrial concerns. He, 
therefore, endeavoured to help the formation and development of 
such institutions. He was actively associated with the Co-operative 
Insurance Co , Lahore as also the Punjab National Bank, in addition 
to being the founder and Chairman of ‘Lakshmi’. Lalaji, the lion of 
Punjab, was the first political leader to give a practical lead m the 
cause of regeneration of the nation through insurance and banking. 

Pandit Motilal Nehru also was one of the great patrons of Indian 
insurance. He joined the ‘Lakshmi’ as its founder Director and it was 
the influence of his name and that of Lala Lajpat Rai that enabled 
the company to write record business in the initial stages. In 1927 
when the ‘Tropical’ Insurance Company was started, Pandit Motilal 
became one of its Directors and that company, too, wrote a large 
volume of business during the first year. When the British India In- 
surance Company changed its name and the title to the ‘Hindustham 
Bima Company’, Pandit Motilal accepted its Chairmanship only to 
enable that concern to tide over its difficulties It w as at his instance 
that the Congress Working Committee passed a series of resolutions 
calling upon Indian businessman and the general public to transact all 
their insurance business with Indian companies. In Bombay when 
Pandit Motilal effected an agreement between the Congress Working 
Committee and the Mill Owners, he made it a special condition that 
the Mill Owners would place all their insurance business in the hands 
of the Indian companies 

Pt. Santa'nam was the heart and soul of the ‘Lakshmi’. Born at 
Kumbakonam, Madras in 1885, Pandit Santanam graduated from 
the Presidency College, Madras in 1904 with Honours in Economics. 
His excellent work in that subject won for him a Gold Medal of the 
College. He w r ent to England in 1 906 for higher education and there 
appeared in the I.C.S. He w’as offered a colonial post in the Audit 
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Department which, however, he declined. Panditji was then called to 
the Bar in 1910 from the Inner Temple. On return to India, he 
selected Lahore as his centre of activities and started legal practice 
there in 191 1. He entered politics under the inspiring guidance of Lala 
Lajpat Rai, joined the Congress and held various important offices in 
the organisation. He threw himself in the non-cooperation movement 
in 1920 abandoning his legal profession. His activities, however, were 
not confined to the political sphere alone. He was elected Municipal 
Commissioner of Lahore for the period 1921 to 1923. 

The ‘Lakshmi’ was, indeed, a living testimony to Pandit Santanam’s 
life-long effect for the economic uplift of the country. His insurance 
activities were not limited to his own company. He strove all along for 
the c'fiuse of the Indian insurance as a whole. He was the founder 
Secretary of the Indian Life Offices Association in 1928-29 and was, 
thereafter, its President. The fights he put up through the Association 
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against the Government in protest of the undesirable provisions of 
Insurance Law will ever be remembered and appreciated. Between 
1944 and 1948, as a member of the Insurance Advisory Committees, 
he rendered invaluable service. At Lahore, Panditji was a popular 
figure in the insurance world and was the President of the local in- 
surance society for a number of years. He retired as General Manager 
of the ‘LakshmP in December 1946 to become its Director m charge 
and was succeeded by Lala Devi Chand Sawhney He did yeomen 
service m the cause of the evacuated offices and their personnel at the 
time of the partition of the country. He formed an Association of the 
displaced Insurers, organised relief, moved the authorities to afford 
facilities for removing the records and properties from Pakistan and 
actively helped the offices in their resettlement. 

The great Pandit of Indian insurance died at his residence m Delhi 
on August 30, 1949 at the age of 64. Paying tributes to Pandit 
Santanam, Lala Devi Chand said : 

“Panditji meant very much more than the head of this institution 
to all and sundry. His innumerable acts of kindness to each one ol 
us, his warm humanity, his tolerance and understanding, his 
sympathy, his easy genial charm these are all factors which aie 
much too vividly engraved in our memory for us ever to forget.” 

Many Indian Offices 

During the period between the two Non-cooperation moyements led 
by Gandhiji, thirty-nine new companies were promoted, many of 
them with the active support of prominent public leaders However, 
only one-third of them could continue their existence till 1956 For 
the first time many companies were formed at centres other than 
Bombay, Calcutta and Madras. Bombay still maintained its lead with 
as many as 1 1 companies floated in that Presidency. Bengal, which 
had maintained second position in the preceding period, lagged much 
behind during this period and floated only 3 companies 3 new con- 
cerns were formed in Madras. The tendency to concentrate in Metro- 
politan Cities underwent a change and the industry began to diversify 
geographically. A number of offices set up during this period were 
mutual companies started for satisfying the insurance needs of limited 
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and specified groups. The Postal and R.M.S. Co-operative Benefit 
Fund, the B.B. •& C.I.R. Co-operative Mutual Society, the Mill 
Owner's Mutual Association, the Police Co-operative and the C. P. 
Teachers’ Fund were examples of this type of companies. Mutual 
companies such as the Indian Mutual and the India Life Benefit were 
also established for catering to the general public. Two companies 
were set up exclusively for transacting non-life insurance which was 
becoming more popular and nine new companies transacted non- 
life along with life business. 

The Post-War trade boom helped the insurance business to grow 
from strength to strength. The Indian insurers were able to invest 
their funds profitably and succeed in earning a higher rate of interest 
than during war years, it being above 5% level. In 1923 the same 
reached 6.26%, the highest rate of interest ever earned by Indian 
insurers. Though a slight decline set in afterwards, the rate of interest 
was still 5 . 35 % in 1928. 

A few small companies appear to have been floated in 1920-21 and, 
thereafter, for a couple of years there were no new companies. Along 
with the ‘Lakshmi’ in 1924, four companies were formed, out of which 
only one the Calcutta Insurance Co. Ltd., proved a successful effort. 
The initial steps for forming this company were taken in the previous 
year by Shri J. C. Das, Chartered Accountant, with the avowed ob- 
jective of ‘educating the middle class in Bengal to build up Indian 
economy on solid foundation.’ The company actually started writing 
new business only in 1926, and slowly and steadily built itself into a 
strong and stable middle-sized insurance office. The torch lighted by 
the founder was ably carried by his son, Shri K. C. Das. 

Andhra and Others 

The spreading fire of Swadeshi spirit in insurance industry found ex- 
pression in Andhra Pradesh when a band of patriotic, enterprising and 
enlightened gentlemen founded the Andhra Insurance Company 
Limited at Machilipatnam in August 1925. The pioneers nurtured 
the cofnpany very carefully during the period of its infancy. The 
company confined its activities to the local areas only for the first few 
years. During the period 1929 to 1934 its annual business was around 


128 



Rs. 20 lakhs and it was only thereafter that a policy of expansion was 
adopted. The management also started acquiring properties at various 
places where imposing edifices were constructed. 

The founder and the first Managing Director of the Andhra was 
Dr. K. Ahobalarao. As a medical practitioner he had rendered in- 
valuable and selfless service to relieve the sufferings of the poor and 
even used to meet out of his own pocket the cost of medicines and 
food for his poor patients. He was a firm believer in the constructive 
programme of the Congress, spread the gospel ofKhaddar and carried on 
vigorous propaganda to stop the evil of drink. During his last days and 
for some time thereafter, the company experienced difficult times and 
the affairs were entrusted temporarily to Dr. B. Pattabhi Sitaramayya. 

In 1925, a selfless promising young man, Shri C. M. Srinivasan, 
conceived the idea of starting a mutual life insurance company and, 
after a few months spent in negotiating the preliminaries, the ‘Indian 
Mutual Life Association Ltd.’ appeared on March 20, 1926. Sri- 
nivasan had the advantage of the guidance of Sir T. V. Seshagiri Iyer, 
retired Judge of the Madras High Court and in the early 20’s, a leading 
public figure as a member of the Indian Legislative Assembly and the 
Indian Fiscal Commission. 

The Indian Mutual went into business immediately. Srinivasan, 
the moving spirit and General Secretary, not only paid the initial 
expenses but met all the costs of the first year from his own pocket. 
Three and half months later, on July 5, the first batch of 32 policies 
was signed and sealed at the Board meeting. The Association, a tod- 
dler, issued policies of the denomination of Rs. 500 on any single life. 
This limit was raised to Rs. 1,000 in the next year. From such a small 
beginning the company advanced to complete a new business of Re. 1 
crore in 1953. The rule of “Safety First” has been the guide in the 
conduct of its affairs. Only after consolidating its position in the home 
province during its first 7 years, the Association started its expansion 
to other areas. The maximum limit of insurance per head was in- 
creased from time to time as the life fund of the Association increased. 
It was raised to Rs. 5,000 by 1928 and to Rs. 10,000 by the'end of 
1936. It is noteworthy that the Association was able to declare bonuses 
on its policies right from its first valuation. 
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The Tropical Insurance Company Limited was founded at Delhi in 
1927. In its early period the company could boast of a galaxy of national 
leaders as its patrons. Founded by personalities like Pandit Motilal 
Nehru, Hakim Ajmal Khan and Dr. M. A. Ansari and, later with 
Subhash Chandra Bose as Chairman, the company held out promise 
of creating .traditions of service. The first Directorate was headed 
by Shri Srinivasa Iyengar, President, Indian National Congress. The 
popular Congressman of Delhi, Shri L. Shankar Lai, was the Managing 
Director. Under such flattering auspices the Company should indeed 
have created a record for itself but it presented an unhappy tale 1 

The other important company to be formed in the same year was 
the India Life and General at Coimbatore. 

Of a large number of companies established in 1928, special 
mention may be made of The Commonwealth Assurance Co. Ltd. 
Poona, a prominent centre of political thought and social, cultural, 
educational and other activities, had lagged behind in the field of 
Insurance. This was made up when the Commonwealth was promoted 
by Shri R. N. Abhyankar, who had studied the theoretical and other 
aspects of life insurance under Actuary Marathe and had practical 
experience as General Secretary of the General, Ajmer. A staunch 
political worker, he was able to secure the sympathy and active co- 
operation of Shri N. C. Kelkar, the then Editor of ‘Kesari’ and chief 
lieutenant of Lokmanya Tilak. A board of prominent personalities 
including educationists was formed and the management was entrusted 
to the firm of Messrs. Abhyankar and Deshpande. It began under- 
writing life business from April 1929. In the first year the company 
advanced to complete a business of over Rs. 7 lakhs and crossed Rs. 25 
lakhs mark in the 7th year. At the first valuation, as at April 1932, the 
Company could declare Bonuses to policyholders at comparatively 
high rate. In 1928 the East India was established at Calcutta and its 
Chairman from 1937 to 1949 was Dr. H. C. Mookerjee, a prominent 
leader and, later, a Governor of West Bengal. 

A typical example of the funds catering to limited groups was the 
South Indian Teachers’ Union Protection Fund established in 1928. 
The idea of starting a fund for teachers originated in 1918 when a 
large number of teachers was thrown out of employment in many 
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districts. There w ere also cases of teachers dying penniless leaving their 
dependants quite helpless. The fund could, however, 'be brought into 
existence only after ten long years. The Fund was based on the divid- 
ing plan ^ ith monthly call system of payment of one rupee by each 
member It was the intention of the first members to complete a group 
of iooo members and, if that worked successfully, to organise further 
such groups. By the end of 1932 the fund had nearly xooo members on 
its rolls. At this stage a re-organisation of the fund was proposed. The 
report of Prof. K. B. Madhava, Actuary, on such re-organisation was 
placed before an extra-ordinary meeting which proved to be a stormy 
one; but, ultimately the fund was re-orgamsed on the lines suggested 
by Prof. Madhava. Later, in 1940, it became a Mutual Assurance 
Company. Shri S. K. Yegnanarayana Iyer and Shri M. S. Sabhesan 
were the early pioneers of this fund. 

Along with the growth of new companies, the older established 
ones continued their march of progress during the nineteen twenties. 
For instance, the new business of the Oriental doubled from Rs. 237 
1 lakhs in 1924 to Rs. 468 lakhs in 1927 and soared up to Rs. 585 lakhs 
in 1928. The development of the oldest company, the Bombay Mutual, 
was interesting. With the appointment of Messrs Caddie & Co., as the 
chief agents, the Company experienced a busy time. For the first time 
in 1920 the Society was able to secure an introduction of over Rs. 10 
lakhs of new business. The steep increase in annual business from a 
few thousands to several lakhs involving heavy expenditure and con- 
sequent reduction in the reserve fund of the Society posed unexpected 
problems to the management. The directors were confident that the 
increasing new business will, in course of time, augment the income of 
the Society and strengthen the reserve fund but, as an immediate 
measure, they decided to credit the whole of the interest on its invested 
securities to the fund. This was the position at the time of the Golden 
Jubilee of the company. 

In 1917 Shri Jnan Chandra Ghosh Dastidar was granted Chief 
Agency by the Bombay Mutual for Bengal, Bihar, Orissa and Assam 
in the name of Messrs. Dastidar and Sons. A considerable portion of 
the business of the Society was always written by this firm. A self-made 
man in the real sense of the term, Dastidar achieved scintillating 



success in his life by dint of merit, perseverance and undying faith in 
the future of Indian insurance. Born in 1886 in the well-known Dasti- 
dar family in Barisal, Jnan Chandra Dastidar lost his father at the 
tender age of 8. While in Law classes in 1912, Mr. Gulliland, the 
Secretary of the ‘City of Glasgow Insurance Co’ persuaded Dastidar 
to join his firm as an apprentice. After two years’ training he joined 
the Provincial Insurance Co. as Secretary. This company made 
striking progress both in organisation and new business underwriting. 
Dastidar was unassuming and reticent to a fault. He took active part 
in all insurance activities of Calcutta and was the President of the 
Indian Insurance Institute in 1948. He was for a long time President 
of the All India Field Workers Association. With his death in 1952, 
one of the stalwarts of Indian insurance business passed away. 

Some Non-Indian. Companies 

Foreign insurers continued to enter the Indian field during the 
period of the First World War. The Royal London Auxiliary, esta- 
blished in England in 1910, commenced business in India in 1915. 
It had a short existence and in 1922 merged with the Royal London 
Mutual Insurance Society. Another was the Yorkshire Life Insurance 
Company. In the following year two more companies came to India 
from a different quarter — The Great Eastern Life Assurance Company 
established in Singapore in 1908 and The Shanghai Life Insurance 
Company Limited. The latter was incorporated in 1905 under Extra- 
Territorial Laws in China with its Head Office at Shanghai. It was 
taken over in 1920 by the China Mutual and the amalgamated Indian 
business was transferred to the Sun Life of Canada from 1923. 

The post-war prosperity resulting in rapid increase in the volume 
of new business attracted attention of one of the oldest insurers, the 
Prudential Assurance Co. established in 1848. It commenced its busi- 
ness in India in 1924 and in a few years’ time was successful in creating 
large connections. It was the largest life insurance concern in the 
British Empire. The other company to start operations in India in the 
same year was the China Underwriters. It was incorporated in Hong- 
Kong in 1924 and commenced business in Burma, then a part of 
India. It extended its activities to other parts of India in course of time. 
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General Trends 

The latter twenties of the current century witnessed the emergence of 
insurance journalism. With the publication of magazines devoted 
entirely to insurance, the industry found forum for ventilating its 
views and ideas. Otherwise they were depending upon newspapers 
for this purpose. 

Shri K. S. Iyer, the veteran insurance man of Bombay, reviewing 
the progress of the Oriental in the Bombay Chronicle in 1927 stated : 
“The Oriental occupies in the economic life of the people of this 
country exactly the same position as the ‘Prudential’ of London and 
the ‘Metropolitan’ of New York, two of the most powerful life in- 
surance institutions in the world. With its ramifications and inspite 
of the fact that practically 50 % of the total life insurance in force with 
Indian Life Insurance Companies is held by the ‘Oriental’, the poli- 
cies in force are not more than 1,12,210. Taking into account that 
some policyholders may have more than one policy running in their 
names, a lakh of people can be taken to have insured their lives with 
the ‘Oriental’ out of total population of 333 millions. That only 
shows that India is still far behind in respect to life insurance as 
she is in other directions.” This quite aptly sums up the progress of 
the insurance business upto 1928 which was no doubt spreading but 
on very cautious lines. 

In 1928 there were only four companies who had completed new 
business of more than Rs. 100 lakhs. Apart from the Oriental, they 
were the Bharat (148 lakhs), the Empire (1 15 lakhs) and the National 
(100 lakhs) . 

An interesting side light about the relationship amongst insurance 
men at this time is provided by Shri K. S. Ramachandra Iyer who in 
a letter written in Sept. 1927 stated : "Today, unfortunately, no two 
insurance people know each other. As a matter of fact, the tendency 
appears to be on the part of the insurance companies to neglect each 
other. If this is the attitude how can the institution of insurance suc- 
ceed in this slow moving country.” The other side of the picture is 
provided by the experience of Sri Byramjee Hormusjee, General 
Manager of the Zenith. Speaking at the time of the opening of their 
Lahore Branch he stated : “We have come to the Punjab to seek and 



offer co-operation in the field of life assurance. The good-will and 
courtesy given to me by my colleagues since my arrival here makes 
me to look forward with hope and confidence”. 

The Indian Insurers continued to experience tough competition 
from foreign offices. Referring to the same, Lala Lajpat Rai said in 
1927 : “I wish to reiterate my appeal to the people at large generally 
that they must cultivate their sense of patriotism to such an extent 
that even if they have to suffer slightly in patronising Indian companies, 
they should not hesitate to do so, considering the good they would be 
doing to India as a whole. In all my travels round the world I observed 
that, no matter in what country I was, the people of the country prefer 
their own home-made products to that of foreign one. I am ashamed 
to say that India seems to be the only place where a large body of 
educated people seem to give preference to foreign companies and 
foreign goods”. An article in January 1929 in an Insurance Journal 
mentioned : “All persons interested in the progress of Indian insurance 
must be jealous of good name of the indigenous life offices not only 
in the sense of purifying them from within but also in safeguarding 
them against unfounded attacks and subtle encroachments from with- 
out. Recent press reports regarding the contemplated formation of 
powerful syndicates in England for the purpose of crushing Indian 
insurers and other enterprises must serve as a warning, if a warning 
be at all required, to those who are unconsciously helping the cause 
of foreign capital.” 

At about this time an open query was made by a curious reader as 
to how many of 32 Indian leaders mentioned by him had insured 
their lives with Indian companies. One of them Shri W. C. Banerji 
declared that he was insured for Rs. 20,000 with the ‘Empire’ and 
for Rs. 2,000 with the ‘Hindusthan’, besides being a share-holder 
of the latter company. Hon. N. R. Sarkar also gave out the informa- 
tion that Deshbandhu C. R. Das was insured with the Hindusthan 
under Double Endowment Scheme with Profits for Rs. 10,000. 
Many of the leaders mentioned in the list were in fact promoters or 
patrons of Indian insurance companies. 

The war time position of business in force is reviewed in the Year 
Book, 1918, as follows: “The total sums assured remaining in force 
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also show a marked increase and now amount to nearly 25 crores of 
rupees. It is interesting to observe the variation in each of the past 
3 years in the ratio to the new sums assured which is borne by the 
total sums written off from all causes including claims, surrenders, 
lapses, etc. In 1915, the sums assured written off exceeded the new 
business. In 19x6, they were only slightly less. But last year they did 
not amount to half of the new sums assured and were nearly one crore 
less than 1915 amount.” 

The position of lapses was causing concern even at this stage. 
Mr. I. Alston, to whom a reference has already been made, pointed 
out in December 1928 in an article : “It is admitted by all, I think, 
that the extravagant cost of procuring business, the excessive and early 
lapsing and rebating are the outstanding faults of Indian life assur- 
ance which are crying out today for immediate redress . The chief 
cause of heavy lapses lies, in my opinion, in the obsession of all Indian 
life offices for large figures, and consequent straining after quantity 
without sufficient regard to quality. But, unless we amend our ways, 
I foresee a crash in the not far distant future; a crash which, if it comes, 
will throw life assurance in India back for possibly a generation, 
s/ “The Indian life offices, besides paying most extravagant first 
year’s commission often give monthly allowances or pay so-called 
travelling expenses in some form or another in addition; and the 
natural result is for the agent to concentrate on the first year’s remu- 
neration to the exclusion of the renewal commission." The system too 
of guaranteed minimum business, itself of course arising through the 
straining after large figures, undoubtedly produces many lapses in 
that it very frequently must, and in fact does, result in much non- 
bonafide business being placed on the books in the agents’ attempt to 
make up his guaranteed minimum. . } ! . The agent, however, who 
wishes to make a success of his business and to do the best for himself 
ha's got to learn that the best for himself consists in building up a 
permanent income out of the renewal commission. The present gene- 
ration is producing very few of the old type of agent who joined an 
office and devoted all his active life to its service without ever a thought 
of change, very much to the mutual advantage of both himself and 
the office; and it never will until it learns the duties and obligations 
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of the real life agent to himself, to the public and to his office. . . 

Referring to' another evil Mr. I. Alston said : “Rebating in life 
assurance, however, is a very modern development concomitant with 
the growth of the Indian life offices, though they may not have been, 
— and in fact I believe were not — responsible for its original intro- 
duction.” " 

We may also quote here some of the remarks that used to appear 
in the Year Books. The following remarks are from the Year Book 
1929 criticizing the heavy lapses of the companies : 

“Although there are many instances of improvement noticeable in 
the renewal expense ratios for successive years, it is, unfortunately, 
the case that about one half of these companies conduct their business 
at a cost considerably in excess of the allowance for that purpose 
which is contained in the premiums payable. Nearly all of these ex- 
pensively managed companies had incurred expenditure which has 
not yet been put through the revenue account as outgo, but is mean- 
time shown amongst the assets in the balance sheet as capital outlay. 
But ignoring this extra expenditure it will be seen that nearly half of 
the proprietory Indian life offices are conducting their business at 
such a ruinous cost, that unless a reduction in their expenditure be 
made they will be unable to fulfil their contracts. It is to be hoped they 
will realise the seriousness of the position and abandon a method of 
business which must inevitably result in insolvency.” 

Regarding settlement of claims it added : “The statement shows 
that the amount of death claims remaining unpaid at the end of 1928 
was never less than 70 per cent of the death claims which arose in that 
year, and that in the case of most of the companies the amount ex- 
ceeded 100 per cent. The complacency with which the companies 
formerly regarded a deplorably large proportion of claims outstanding 
indicates that some of them were not then doing all that they might 
to help the claimants to receive payment of the sum assured with the 
least possible delay, but I trust that the improvement in last year’s 
results is a reliable indication that a more correct conception of their 
obligations in this matter is now being realised. 

The Year Book 1930, sounding a warning about the reckless promo- 
tion of new companies remarked : “Those contemplating the forma- 
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non of any new hie assurance companies would do well to study the 
table in my report showing the lengthy periods during which no 
dividends were paid by many of the existing companies, especially by 
those established in the past 1 8 or so years, and realise that the com- 
panies shown in that list are the survivors of a large number, the re- 
mainder of which have been unsuccessful Further, as some of the 
younger companies have been much handicapped by having too small 
an amount of paid-up capital, I suggest that no company should 
commence business until at least Rs 2 lakhs of paid-up capital has been 
secured. In the meantime, however, I think it undesirable for any 
more new life assurance companies to be established as their advent 
can only add to the reckless and indiscriminate endeavour to secure 
new' business, regardless of cost, which now-a-days has become too 
prevalent.” 

An Outstanding Year 

The year 1928 was an outstanding year in the field of insurance in 
India as, during this year, the Indian Insurance Offices’ Association 
and the Indian Life Assurance Offices' Association came into exist- 
ence; the former representing the General Insurance companies. The 
establishment of new Indian companies created various problems to 
be faced and solved by the managements There was no organisation 
at that time to assist the companies or to lay down proper rules of 
conduct and precedents to be followed by the companies and then 
officers. There was no organised body to represent the views of Indian 
insurance as a whole, when in 1925, a r:.. i -h 1 insurance bill 
was introduced by the Government of India in the Indian Legislature. 
Several leading Indian insurance men, therefore, felt the necessity 
of an organisation which would bring together the Indian insurance 
offices and make an effort to solve their problems. Pandit Santanam 
conceived the idea of promoting a national Association and started 
correspondence with leading insurance men in various parts of India 
He personally discussed the idea with Mr. Edwin Jones of the Oriental 
at Lahore in 1926 and it took practical shape during the next two years. 
Finally a formal meeting was called in Bombay on April 2 and 3 
1928. Invitations were issued to 22 companies wiiich had accepted 
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the suggestion and representatives of 13 companies were present at 
the inaugural meeting. A resolution about the formation of the Asso- 
ciation was passed, the draft constitution was adopted and the first 
Executive Committee was elected with Mr. Jones as President, Shri 
Vidyarthi as Deputy President and Shri Santanam as Secretary. 

The year also saw progress of insurance in another direction. We 
have already referred to the draft bill circulated by the Government 
which had, for sometime, been contemplating revision of the Insurance 
Companies Act. Criticisms were offered on this bill by the various 
companies and commercial associations. The bill was subsequently 
withdrawn as there was a Commission of Enquiry appointed in 
England to go into the entire question of insurance legislation and 
the Government of India wanted to take advantage of the recom- 
mendations of that Commission. There was, however, a persistent 
demand in local insurance circles for prompt action in respect of cer- 
tain pressing problems. 

During the period of World War I, Property Insurance made 
considerable headway in India and some Indian offices began to 
transact non-life business and others wanted to get into this sector. 
But the field was practically a monopoly of foreign insurers and Indian 
companies found it difficult to withstand their competition. A feeling 
gathered that some sort of legislation to put Indian companies on 
their feet in non-life sector was necessary. At the same time the growth 
of non-life business made its legal regulation advisable. Meanwhile 
the zealous guardians of Indian nationalism in the legislatures studied 
Indian problems from every angle. Their analytical approach to 
national and international affairs focussed attention on the ‘invisible 
exports’ of the Insurance companies, of which the actual figures were 
not known. Lala Lajpat Rai pointed out that, in the present state of 
the Law, no data was available for arriving at the exact figure, but all 
the business people agreed that it was a huge sum. And there was 
persistent demand for amending the Insurance Law to provide for 
disclqsure of details of the business carried on by non-Indian com- 
panies. Though, therefore, the comprehensive bill was withdrawn, as 
a stop-gap arrangement, a half-hearted legislation was passed in the 
shape of Indian Insurance Companies Act, XX of 1928. 
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The official version of these developments as presented m the Year 
Book, 1928 reads as follows. “As it appeared expedient to remove 
certain defects in the Indian Life Assurance Companies Act of 1912, 
without waiting for its revision till after British Parliament has legis- 
lated on the basis of the Clauson Committee Report, a bill was in- 
troduced in the Indian Legislature m August and passed into 
law in September 1928 The two features of the new Act are as 
follows : 

“(1) Under the 1912 Act it was po=~:bIe for the shareholders of 
a prosperous life assurance company, by putting it into voluntary 
liquidation, to obtain possession of the entire surplus w'hich may be 
found to exist in the life fund after payment of the policy values esti- 
mated according to the rules pi escribed in the Sixth Schedule to that 
Act and thereby deprive the policyholders of a major portion of the 
surplus to which they would have been entitled under the Articles of 
Association of the company had it continued as a going concern. The 
new Act provides that the surplus shall be allocated to shareholders 
and to policyholders in the proportion in which the profits were allo- 
cated during the ten years immediately preceding the commencement 
of the winding up. 

“(2) The new Act requires every' insurance company which 
transacts any class of insurance business in British India to submit 
annual statements showing details of its business both in and outside 
India. The mam reason for the collection of these details is to have 
sufficient information regarding the character and volume of insur- 
ance business transacted in India before any comprehensive legislation 
for the regulation of insurance business is undertaken by Government. 
Also, these details, a summary of which will be published annually, 
will be of help to the public in estimating the financial position of the 
companies.” 

The year w r as thus an important landmark in the history^ of Indian 
life assurance and with it came to an end the era of ‘new awakening’ 
which had resulted into several far reaching and lasting achievements. 
In the years that followed Indian insurance attained new pt'aks of 
prosperity but it could not retain that surge of patriotism and sacri- 
fice which was the privilege of this period. 


139 



10 


NATIONAL MOVEMENT— THE INSURANCE FRONT 


I HE period immediately following 1928 saw hectic political activity 
in the country with dramatic events following in quick succession. 
The Nehru Report prepared under the aegis of the Indian National 
Congress expressed positive views on the demands of Dominion Status, 
asked for the abolition of separate electorates and set out plans for the 
future shape of Indian States. In the same year the British Govern- 
ment sent out to India a Seven-man Enquiry Commission headed by 
Lord Simon which had to face the rising tide of protest and was boy- 
cotted all over the country. In the meantime, the Congress gave an 
ultimatum based on the Nehru Report and as there was no response 
from the Government, demanded immediate independence. Mahatma 
Gandhi decided to start a fresh agitation for achievement of this ob- 
jective and, on January 26, 1930, millions of Indians took a pledge 
for complete independence. Gandhiji started his historic march to 
Dandi on March 7 and the atmosphere was electrified. Lakhs of 
freedom fighters defied the authorities openly and faced the lathis and 
bullets in a peaceful manner. The Civil Disobedience Movement of 
1930 included programmes such as refusal to pay taxes, bonfires of 
British goods, boycotting British institutions, and courting mass 
arrests. 

In the Freedom Struggle 

Indian insurance could have hardly remained unaffected by these 
developments. In fact, a large number of insurancemen were in the 
forefront of the freedom struggle, many of them having taken up to 
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insurance for want of more aggressive channel for their nationalist 
fervour. During the year 1930, when the movement- was at its peak, 
the insurance business naturally suffered and the new business came 
down to Rs. 1 5! crores from Rs. 17J crores in the previous year. The 
1930 Movement, however, seemed to have petered out for a while 
following Gandhi-Irwin Pact and most of the prisoners were released. 
The new business quickly reached the 1929 level in 1931. The pace of 
freedom struggle was again accelerated in 1932 but, as most of the 
prominent leaders including Gandhiji were in jail, the movement was 
more or less localised affecting few insurancemen 

Apart from direct participation in the freedom struggle by 
insurancemen, the industry also actively helped the cause in many 
ways. The Hindusthan Co-operative had issued an interesting leaflet 
captioned ‘A Straight Talk to Congressmen’ where they had pointed 
out practical ways in which the business can help political movement. 

The leaflet pointed out that more than Rs. 10 crores of rupees 
paid in insurance premiums went out of India every year and, there- 
fore, appealed to all Indians that the money which they can put 
into their own country should not be lost to it through their apathy. 
It further declared : “Insurance provides employment for people 
through the investment of its funds. It also provides a more direct form 
of employment for ambitious young men who wish to better their cir- 
cumstances or who wish to earn enough without intefering with their 
political and social work. Hundreds of our gallant young patriots are 
giving their lives to Congress work and everyone of us is indebted to 
their self-sacrificing devotion. But these young men must live. They 
must have the necessities — they deserve the luxuries of life . . . if the 
Congress organisations, which are in difficulties in regard to the sup- 
port of their workers, or the young workers themselves who are in 
need of additional income, will do us honour to w-rite to us, we shall 
have such pleasure in devising special agency schemes to suit the 
particular circumstances.” 

The East and West appears to have taken the lead in another 
direction. They resolved that additional benefits will be given to 
policyholders who were victims of the British repression in view of the 
fact that many of their policyholders including Jamnadas Mehta had 


141 



joined the national struggle. They decided : “If any of our policy- 
holders is sent to jail while fighting for the national freedom, since 
the April 6, 1930, his policy will be kept automatically in force even 
though the premiums due on his policy are not paid during his deten- 
tion in jail”. The ‘Asian’, of which Jamnadas Mehta was the Chair- 
man, followed suit and many Indian companies passed resolutions 
more or less to the above effect. These included Venus, National, 
Britannia, Bombay Life, United National, Peoples, Unique, National 
Indian, Commonwealth, Hindusthan, General, and others. 

Depression 

By about the same period the International Money Market faced 
critical situation. The spectacular crash of values in the Wall Street 
in October 1929 had its repercussions all over the world. Security 
values tumbled, commodity prices reached their lowest ebb, gigantic 
industrial plants were forced to close down and businessmen lost 
heavily. The long-drawn trade depression and financial stringency 
tended to distqrt the outlook of industrial and economic enterprises. 
All trade barometers failed to provide any precise index. In America 
life insurance and banking suffered greatly. On taking charge as 
President in March 1933, Roosevelt had to close all the banks for a 
few days. Loans on insurance policies and payment of surrender 
values were restricted in America. Conditions in the United Kingdom 
were equally bad but not so confusing. Indian insurance was, however, 
fortunate in escaping this calamity because of the peculiar circums- 
tances of its developments. 

At the beginning of the decade, insurance industry had little 
stake in small minority of industries and businesses through its invest- 
ments. The traditional poor Indian peasant suffered most from the 
general depression as the country’s economic structure was founded 
mainly upon the agrarian economy. This class was, however, still not 
insurance-conscious and held few insurance policies. On the other 
hand, the Civil Disobedience Movement helped to tide over the 
periods of trade depression by diverting more and more business to 
Indian insurance companies. At that time the Government held the 
Congress responsible for the depression and the Congress blamed the, 
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Government for creating misery in the business and commercial circles. 

While presiding over a meeting of the Bengal National Chamber 
of Commerce in August 1931, Hon’ble Nalini Ranjan Sarkar described 
the prevailing economic situation in these words : “No one during 
the long course of the present trade depression had ever the temerity 
to suggest that the beginning of the end had been seen, much less the 
end itself. But not the most pessimistic could have anticipated this 
most powerful combination of the malignant forces which we witness 
today. In India, the crisis has been perhaps less spectacular than in 
Germany, but it is no less serious. We, too, have watched a rapid 
deterioration in national finance; we, too, have had to consider insta- 
bility of the volume of short term credits that we have acquired from 
London; we, too, have had our retrenchment committees racing with 
time to save the budget; and the last but not the least, we, too, have 
had to contemplate the possibility of political eruptions. . . .” 

The country was gravely disappointed at the Government’s deci- 
sion to rule by ordinances and, in addition to this, every Province 
had to face its own problems. Bengal had just suffered from disastrous 
floods. In the Punjab the insurance companies were seriously affected by 
the provisions of the Punjab Relief and Indebtedness Bill declaring 
interest on loans to be usurious. By their very nature the insurance 
companies- were conservative and could not but invest their funds 
except in very sound securities. The new Act intended to prohibit 
the companies from charging a rate of interest higher than the bank 
rate by more than 2%, and as the interest rates had considerable 
bearing in the economics of life insurance companies, such restric- 
tions would have proved calamitous. They would not have been able 
to realise the rate of interest on mortgaged properties sufficient to 
cover the risk. The companies represented that they will be driven 
to the necessity of investing their funds outside the Punjab and the Pro- 
vince will be deprived of large credit and capital. In Bihar the people 
suffered from severe earthquake and the insurance industry was not 
lagging behind in extending help in the form of donations and con- 
cessions. 

Indian life insurance, however, emerged successfully through 
this crisis. In the words of Shri G. S. Marathe, Actuary : “In spite 
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of the commercial depression through which we are passing, life 
assurance is forging ahead with great vigour. On the one hand the com- 
mercial depression is making it more and more difficult to save the 
money required for insurance but, on the other hand, it is acting in 
opposite direction by inclining people to invest a good part of their 
savings in .life insurance. On the whole, the total yearly volume of 
new business is increasing and insurance is becoming more and more 
popular ...” 

Desperate Bid 

The rapid expansion of Indian enterprise in the sphere of life insurance 
limited the field available for foreign life offices. Nevertheless, three 
life offices from three different countries entered the Indian field. 
First came the Allianz and Stuttgarter Life Insurance Bank, a German 
insurance company established in 1889. This largest insurance com- 
pany from the continent commenced its Indian business in 1929, but 
had to cease business in India due to the outbreak of Second World 
War and the business was thereafter operated as a closed fund by 
Messrs Ferguson & Co., and was ultimately taken over by the United 
India. Closely following the advent of this German Company, the 
‘Crown Life’ of Canada entered the Indian market in 1930. Established 
in 1900 with head office at Toronto, this company also did good 
business in India. The ‘Winterthur Swiss Life’ commencing its opera- 
tions in 1932 was the only Swiss company that had ventured in the 
Indian field. Another Canadian company, the ‘Confederation Life 
Association’ intended to open business in India in 1937 but decided to 
await the outcome of Insurance legislation then in progress and in 
view of the restrictions on the investment of life funds and compulsory 
compliance of certain other requirements, it finally dropped its plans. 
Thus, the ‘Winterthur Swiss’ was the last of the foreign companies 
to appear on the Indian scene. 

Speaking from the presidential chair of the 2nd Indian Insurance 
Conference, 1934, Acharya P. C. Ray had exhorted the foreign 
insurers : “There is a moral, if not legal, obligation on the foreign 
companies to keep reserves on the policies intact and keep them 
safely invested. They generally do this in their own country to benefit 
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their own industries and their own undertakings. I am aware that 
some foreign institutions are investing in this country also but such 
investment is mainly in Government Securities and that money is not 
available for the uplift of our country, for the improvement of our 
✓ industries and for other national causes . . 

Such open indictment reasonably disturbed the foreign insurers 
and they found that the urge to direct insurance on Indian lives to 
Indian companies was no passing sentiment. It was founded on pure 
nationalism and sustained by increasing public enthusiasm. The com- 
petition, therefore, became severe and also unfair in several directions. 
In a desperate bid to save the situation the foreign companies backed 
by state authority resorted to certain precipitate steps to which the 
Indian insurance reacted very sharply. 

The Indian Review had noted editorially in November 1929 : 

“Whenever there arises an attempt, however legitimate and bona- 
fide, on the part of Indian commercial interest to attain to their right- 
ful place and status, one invariably finds that foreign commercial 
forces join themselves and stand arrayed against this legitimate Indian 
aspiration. The strength of Indian business, which is comparatively 
in its young age, is too weak to stand the opposition of such powerful 
alien forces whose position and privileges are more or less monopolistic 
in many lines. . . . We refer to the practice followed by foreign banks 
in the matter of their refusal to accept insurance policies ol Indian 
companies as collateral to credits advanced by them on merchandise 
etc. Instances of this utterly undignified discrimination on the part 
of foreign banks are not rare; complaints of such discriminatory treat- 
ment are being heard very often. ...” 

In the next year the Bombay Government was charged with 
attempts to wage war against swadeshi by issuing a leaflet entitled 
‘Boycott of British Goods’. The leaflet aimed to answer the Congress 
Working Committee Resolution on the above subject. Referring to 
insurance it stated : “Why should Indians boycott British insurance 
companies when it is by no means certain that there are equally good 
Indian companies to replace them? Surely this will mean that the 
Indian companies will immediately raise their rates and in any case 
they are too few to cope with the business. If British insurance con- 
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cerns are boycotted, what of the persons who have already insured 
with them? . . ..In brief, the blow aimed at the Britishers must recoil 
on India itself. There are many Indians serving in British firms. 
If, as a result of boycott, business contracts, as it is bound to do, the 
British firms will have no alternative but to reduce Indian hands or 
their wages. There will be an increase in unemployment. The proposal 
will bring little but distress to the country.” 

An Insurance Journal in 1931 accused the Government Actuary 
of not remaining impartial. Referring to the Year Book 1924 it said : 
“We are sorry to note that it is more a propaganda literature on behalf 
of the foreign insurance companies than an impartial survey on 
behalf of the Government of India of insurance work in the country. 
It is only fair that the Government must not be a party in any propa- 
ganda that is done by foreign insurance companies, and the Govern- 
ment Actuary, who is paid out of Indian money, must be told that it 
is no part of his business to sing praise of those that have been exploit- 
ing the country all along.” The Indian Insurance Institute took up 
the matter with the Secretary to the Government of India, Commerce 
Department. 

It stated inter alia : “Reference has been made on page 5 of Publica- 
tion to the ruinous high rate of agency commission allowed by some 
Indian companies on the first year’s premium. My council feels con- 
strained to point out that several Indian companies have been com- 
pelled to raise their rates of commission owing to excessive rates 
allowed by Non-Indian Companies. Unless some restriction is im- 
posed on such unhealthy competition, it will not be possible to remedy 
this defect.” 

These propagandist activities had a high scope outside official 
circles and we find a Calcutta Anglo-Indian Journal saying thus : 
“Indian patriots should not lose sight of the fact that one of the sin- 
cerest tributes that the world pays to British character and integrity 
is in the shape of insurance business it places with British companies. 
No other country can show an invisible export based solely on charac- 
ter arfd confidence which is comparable wfith the importance of in- 
surance business of Great Britian.” The Indian counterparts pointed 
out that, as pioneers, in the business of insurance the British companies 
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were enjoying monopoly of business in every country of their opera- 
tion at the earlier periods. But with the growth of indigenous in- 
surance in such countries, the British companies steadily lost ground. 
This had happened in the United States and Canada and was bound 
to be repeated in India as well. They, therefore, retorted : ‘"These 
guardians of foreign strangle holders are evidently losing their mental 
equanimity, level headedness and sense of fair play and as a result 
they are adopting such attitudes as are capable of erasing even the 
least chance of maintaining friendliness with the two peoples, the 
Britishers and the Indians, even after mutually satisfactory settlement 
of political problems of India.” 

An anonymous pamphlet under the title “Life Insurance and 
Boycott”, set forth various arguments in support of the Foreign In- 
surance companies. The arguments boiled down to this : the Indians 
had built up their business in contact with Britishers, but it was not 
wise to have faith in any Indian company. The nationalist movement 
was far too full of personal opportunism, rivalries and jealousies and 
it was the interested parties who were behind the movement of boy- 
cott. The investment policy of some Indian companies was not sound. 

Strained Relations 

To counteract propaganda of this type some prominent insurance 
men from Bombay formed a Swadeshi Life Assurance Association as 
they felt that though I.L.A.O.A. was doing useful work it may not 
be able to take up controversial issues concerned with British interests. 
The ‘Association of Life Insurance Offices in India’, Calcutta re- 
presenting 12 British, 2 Canadian and 1 Australian companies prompt- 
ly branded the activities of the new Association as anti-British in 
nature and issued a circular to all its members strongly recommending 
that they should have nothing to do with those offices w r ho were 
members of the Sw r adeshi Association either as regards to lending of 
papers or giving information as to evidence of age, etc. 

Everyone is of course entitled to his own views and Mr. H. Edwin 
Jones, President of I.L.A.O.A. felt : “If any facts have to be placed 
before the public for purposes of propaganda, these should be pub- 
lished in such a way so as not to mislead people who have no know- 
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ledge of insurance principles and practice. The competition for 
business is not such as to cause any anxiety to Indian Life Assurance 
companies or to give reason for intensive propaganda against Non- 
Indian Companies as such. But there are one or two Non-Indian 
companies against whose methods of competition the Indian Life 
Assurance Companies must secure protection in some w ay — I refer to 
the practice of payment of a very high rate of commission on first 
year’s premiums and the consequent granting by agents of ‘rebates’ 
to policyholders.” 

A special meeting of insurance workers held at Calcutta in Septem- 
ber 1931 passed a resolution urging upon the delegates to the Round 
Table Conference the desirability of securing such modifications of 
Clause 14 of the Draft prepared by the Minority Sub-Committees 
as may ensure the future legislatures of India being vested with the 
powers of rendering aid to indigenous industries and of imposing 
restrictions on the activities of non-national concerns specially in the 
field of insurance in cases where they are found to stand in the way of 
economic progress of India.” Accordingly a telegram was sent to 
Mahatma Gandhi and Mr. Ramsay McDonald, Prime Minister and 
Chairman of Minority's Committee. 

The echoes of this demand were no doubt heard at the Round 
Table Conference when Sir Purshotamdas Thakurdas made a re- 
ference to the various problems of Indian insurance. He said : ‘‘It is 
about 5 years since we in the Indian Legislature pressed the Govern- 
ment of India to modify the Indian Insurance Act in the manner 
which would make it difficult for companies of indifferent standing 
from foreign countries to come to India and canvass lor business by 
offering discounts. . . . There is at present a campaign being conducted 
for the purpose of making people buy British goods. ‘Buy British 
Goods’ is a slogan which I myself endorse for England. . . All that we 
do regarding insurance business in India is that we ask people to in- 
sure in Indian insurance offices and they may select the best or any 
of them. I repeat there has been, as far as I know, no Indian Insurance 
company which has let down its policyholders.” 

This attempt to secure protection came in for ridicule. The ‘States- 
man’ in its issue of June 18, 1934 commented : “For it is distressing 
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and disheartening to find that the models for protective insurance 
legislation which these insurance leaders take after diligently searching 
the world are from such countries as Mexico, Peru and Spain. This 
means in plain English that only in countries w here real confidence 
is lacking has finance successfully asserted its audacious claim to have 
a book-keeping industry treated as a manufacturing industry and 
protected from foreign competition. Neither Peru nor Maxico nor 
Spain seems likely to build up great insurance businesses that will 
enjoy the same reputation as Canadian, New Zealand, or Australian 
insurance businesses. Once let the public realize that these are the 
aims and the models of Indian insurance and heavy damage will be 
done to it. . . . The demand, for instance, that the principal represen- 
tatives of foreign companies within this country must be Indian does 
not seem to be put forward either to increase employment or to in- 
crease the confidence of the insured. It can be put forward purely m 
the interests of the capitalists controlling the Indian companies. Indian 
insurance is doing well. We hope it will not blot the copy book it pie- 
sents to the public. Non-Indian insurance companies have large in- 
vestments in India. Indian companies have large investments abroad. 
In the circumstances they are playing with a double-edged w capon 
when they insist that ‘every foreign company should be required to 
invest in India the reserve against their Indian policies'.'’ 
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II 


ONWARD MARCH — EAST AND WEST 


During the decade following 1928 the promotion of new life com- 
panies continued to be almost a craze and companies were promoted 
in a haphazard manner quite oblivious of the warning repeated in 
the Year Books. The Blue Books (as the Indian Insurance Year Books 
came to be known) of 1929 to 1939 report the promotion of as many 
as 176 companies which has been termed as a promotion mania. In 
1938 though the total number of offices operating was about 200, the 
business in force exceeded Rs. 1 crore only in respect of 22 of them. 
The new business of nearly 100 companies was less than Rs. 5 lakhs 
each in that year. The increase in the number of companies does not 
appear to have had any healthy effect on the business: on the contrary 
they seem to have done more harm than good to insurance business 
in India. 

Unprecedented Expansion 

The indiscriminate growth of small companies caused concern and 
Government was pressurised for controlling such growth in an effective 
manner. 

In the word of an Insurance Journal (1933): “Few meteoric suc- 
cesses have tempted and misguided many intelligent and influential 
workers in the country. They come into the business in the hope of 
making quick money and remain to be disillusioned. Many promising 
careers have thus been utterly broken and finished in these attempts. 
The Government cannot be absolved from its responsibility in the 
matter. They should immediately introduce a bill which would stop 
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the mushroom growth.” The Saint of Sabarmati had described in 
‘Young India’ (Aug. 1931) the growth of provident societies in these 
words : “Twenty five years ago this financial plague — it was nothing 
less — had broken out. It died but not without leaving many a desolate 
home behind. Public memory is short. Nearly a generation has gone 
by. And the plague has broken out in a virulent form.” Jhere were 
however others who held different views. 

Dr. S. C. Roy in his paper read at the second Indian Insurance 
Conference pointed out : “If we imagine that in another 50 years 
Indian insurance will be able to do and achieve 10 per cent standard 
(that is Rs. 300 per capita) of what American insurance is today, we 
will require about 1000 substantially big companies to cairy on the 
business. We should not forget that the industry is in its infant stage 
and it must grow sounder and the bigger life offices must get together 
to rationalise these new companies and save them from a breakdown 
which must, if it happens, involve the whole industry in its toils.” 

Another insuranceman Shri S. C. Banerjee doubted whether the 
criticism of the young offices was just. He stated : “If early imperfec- 
tions would put an insurance company amongst the undesirables in 
the financial world, it is doubtful if there would be any such thing as 
progressive life insurance in India today. We remember that bigness 
came to the Big Five, only through a long and slow process of evolu- 
tion — through blunders made and blunders corrected . . . The trouble 
arises from the rapid rise in the number of new companies growing. 
But then, do we really know which and how' many are permissible? 
It is w'ell to remember that there is no room for magic in life insurance 
which is, after all, a question of building up.” 

A welcome trend of this growth was the expansion of the Indian 
companies beyond the territorial limits of the country. Their operations 
extended to insuring lives in British East Africa and the Near East. 
Some of the companies even specialised in foreign business. 

Calcutta Takes Lead 

Calcutta which had been the victim of neglect during the previous 
decade almost made up by quicker strides as no less than tw enty new 
companies established their head offices in this city. Bombay with 


151 



thirteen companies came next in order; Delhi and Madras followed 
with six and five companies respectively. The remaining thirty four 
offices were scattered over a wide area in as many as 1 9 cities, referring 
only to those offices which had continued existence upto 1955. 

The most important life office established during this period was 
also from Calcutta. This was the Metropolitan Insurance Company 
Ltd. The origin of the company in May 1930 was closely associated 
with the wellknown business group, ‘Bhattacharya Choudhury’, 
a partnership responsible for the efficient working of 64 — miles Gauhati 
Shillong motor bus service in Assam dating back to the First World 
War and even earlier. In 1927 the group took over the management 
of the first cotton mill in Bengal launched during the Swadeshi days, 
‘Bengal Luxmi Cotton Mills’ of Serampore which came to grief in the 
summer of that year following the crash of the Bengal National Bank. 

A progressive directorate consisting among others of Sir Nil Ratan 
Sircar and Sri Hari Sankar Paul was formed. In the very first year the 
company wrote new business of over Rs. 40 lakhs which was claimed 
as a record for an Indian insurance company. But, for about a decade 
the directors gave more attention to stabilising and conserving a slowly 
rising volume of new business rather than going headlong for it. During 
this period the company was under the control of its founder secretary, 
Shri B. B. Mozumdar. Born in 1897, Mozumdar had taken up in- 
surance while still a student in 1918. He started as a special agent of 
the National. Later he joined the Allahabad Bar for sometime but 
left it to work for the Great Eastern of Singapore as their Chief Agent 
for C. P. During 1926-1928 he was with the ‘Bengal Insurance and 
Real Property’ as its secretary. In 1 928 he rejoined the Great Eastern 
and in 1930 he promoted the Metropolitan. 

From 1933 onwards, aggressive new business policy was adopted 
with the result that within 4 years new business leapt to Rs. 4.19 
crores from Rs. 1.32 crores. In 1950 it crossed Rs. 7 crores and the 
business figures for the year 1954 were Rs. 10.27 crores. In a short 
period of 24 years the company came to occupy the fifth position in res- 
pect ox new business amongst all the Indian insurance companies. The 
company also declared substantial bonuses at its valuations. At the helm 
of affairs of this progressive institution was Dr. D. N. Bhattacharya 
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ably assisted by Shri A. B. Chatterjee, the Secretary of the 
Company. 

The formation of the Aryasthan Insurance Company Ltd. was the 
dream of a group of leading public men of Calcutta amongst whom was 
a resourceful young insurance expert Shri S.C. Roy who in the thirties 
had returned from a period of training in insurance business in London 
and acquired practical experience in a large Indian organisation. 
The company was formally inaugurated in 1933 * n a public meeting 
presided over by Sir N. N. Sircar, then Law Member to the Govern- 
ment of India. An outstanding personality associated with the com- 
pany since its inception was Acharya Sir P. C. Ray. An influential 
board was formed and Shri S. C. Roy assumed executive responsibility 
as the Manager. The company chose to pursue a conservative policy 
with the result that there was an un-spectacular but steady progress. 
In 1935 the Aryasthan completed only Rs. 7.60 lakhs of new business 
which was raised to over Rs. 13 lakhs by 1940. It, however, conso- 
lidated its position in later years and crossed Rs. 80 lakh mark in 1949. 
It completed a business of more than a crore of rupees in the year 
1954. The ‘Aryasthan’ had taken over business of many smaller 
companies also at the time of their difficulties, safeguarding the 
interests of the policyholders. Shri Roy was assisted by Shri P. K. Basu 
as Secretary. 

A number of companies started in Bengal during this decade 
were personal or family affairs mostly managed by managing agencies 
and were small or medium-size companies of which a few were in the 
held at the time of nationalisation. . 

Railwaymen, most progressive industrial workers in the country, 
believed in community life and worked for this ideal. Their great 
achievement in this direction was the formation of the Railway 
Employees’ Co-operative Insurance Society Limited. The Society 
was started in 1932 on a co-operative basis by the employees of the 
erstwhile Eastern Bengal Railway, later known as Bengal-Assam 
Railway. Recognising the service rendered by the Society, the authori- 
ties permitted recovery of premiums through salary bills in 1942. 
When the Indian Railways system was reorganised on the Zonal 
pattern, the Society was not affected in any way. It had infused a new 


154 



spirit and life in all railway men by its steady expansion over all the 
Railways in India. The majority of office bearers worked honorarily. 
The society made big strides and m 1951 itself it crossed Rs. 1 crore 
mark of new business. Its 1954 performance was Rs. 1.60 crores. 

The Seniors 

The ‘Hindusthan Co-operative", the biggest company of Bengal, 
celebrated its Silver Jubilee in the year 1934. By this time the com- 
pany had tided over difficulties. Poet Tagore pioudiy mentioned : 
“The Hindusthan Society had to pay for its temerity, as every child 
of promise has to by having to lace all kinds of trials and tribulations 
in the first stage of 11s career, but the seed planted by its originators 
proved sound at the core and succeeded in weathering every storm 
that beat on it in the course of its chequered career and it rejoices 
my heart to find today, it has matured into a sturdy growth of immense 
future promise.” It was registering spectacular business increases 
year after year. In 1930 the business was a crore and 12 lakhs. It ex- 
ceeded 2 crores mark in 1933. Soon it became one of the ‘Big Three’ 
of Indian insurance doing a business of over Rs. 10 crores every 
year since 1944 and crossing Rs. 30 croies in 1954. Hindusthan’s 
claim to be a truly national institution was substantiated by tangible 
results as many industries flourished due to the financial encouragement 
of the company. Apart from Hon’ble N. R. Sarkar, those v, ho contri- 
buted to the achievements of this big institution w ere Kumar K. C. 
Mullick, Dr. N. N. Law and Shri P. N. Talukdar as Directors. Shri 
Sarkar had also selected a band of efficient officers and had placed 
them in the administrative charge of the society. These included 
Sarvashri N. N. Dutta, B. C. Ray, J. Banerjea and A. R. Sen. Narendra 
Nath Dutta later became the Secretary and Chid Exeuctive Officer 
of the ‘Hindusthan’ and remained at the helm of its affairs till 1953. 
After graduating from the Dacca College in 1912, Shri Dutta turned 
to Accountancy. He joined the Hindusthan as Chief Accountant in 
1917. After that it was a story of steady rise to the top. During the 
absence of Shri N. R. Sarkar, he had acted as General Manager. He 
was also elected a President of the I.L.A.O.A. 

The ‘National’ also celebrated its Silver Jubilee in 1931 and Golden 
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Jubilee at the time of nationalisation. The annual business of the 
‘National 5 was between i crore and 2 crores of rupees during the years 
1928 to 1943. Thereafter it took rapid strides completing Rs. 4.74 crores 
in 1944, Rs. 7.70 crores in 1949 and as large a business as Rs. 18.18 
crores in 1954. It should be said in this context that the achievement 
of ‘National 5 does not lie in its recorded results, outstanding though 
they are. It really symbolised the new spirit of resurgent India in the 
sphere of insurance by gaining a place in the international market. 
The ‘National’ was carrying the services of Indian insurance to several 
foreign countries, including England. The destiny of the company 
was in the able hands of its President, Shri Lakshmipat Singhania 
and General Managers like Shri K. M. Naik and Shri S. D. Srinivasan. 

Srinivasan started his career as a school teacher after completing 
his M.A. (Mathematics) from the Presidency College, Madras. He 
drifted to Calcutta in 1936 where he joined the ‘National 5 as an 
ordinary assistant. It was at this time that he engaged himself earnestly 
for qualifying as an actuary but due to outbreak of the War he could 
qualify as a F ellow of the Institute of Actuaries only in 1946. Recogni- 
tion came to him quickly and in 1947 he became the Manager of the 
company which he had joined in a humble capacity. He became 
President of the I.L.A.O.A. later on. 

The ‘National Indian’ was progressing steadily and Shri S. P. 
Bose, rendered yeoman service to the company in handling its affairs 
from 1934 to 1953, till the time of his death. The ‘Calcutta Insurance 5 
also showed similar progress under the controller of the company, 
Shri P. R. Gupta. The ‘Aryya 5 was managed by Shri G. C. Pal and 
they took over the business of several other companies including the 
‘India Equitable 5 in 1953. The latter was an old company established 
in 1908 and for a number of years it was conducted on sound lines by 
Dr. S. B. Mitra, the founder Managing Director. In 1927 the new 
management of the ‘Hindu Mutual 5 had set their house in order and 
began consolidating the position under the guidance of Shri P. C. 
Ray, jVIanaging Director. The Company faced another wave of criti- 
cism but survived it in 1934 and thereafter it made considerable pro- 
gress. The affairs of the Fund were conducted by honorary Directors 
and the assets of the company were investible only in Government 
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and trust securities. The Fund was also able to move into its own 
buildings known as the ‘Hindu Mutual Building’ in Calcutta. 

New India 

An important milestone during this period was the entry of the ‘New 
India’ into die life insurance field. As mentioned earlier, the company, 
promoted in 1 9 1 9 by the House ofTatas, had concentrated on transact- 
ing General insurance business alone. From the beginning, while 
the Tatas and other promoters gave to this enterprise all patronage 
and help, they clearly regarded the institution as a national trust. 
The company had thousands of shareholders. It is significant to note 
that the provisional Board of Directors decided to call the proposed 
company the “New India” instead of the “Tata Prudential” as 
thought of earlier. The issued capital of Rs. 6 crores consisting of 
2,40,000 shares of Rs. 250 each was all taken up privately and no 
application from public had to be invited. 

The founder-chairman Sir Dorab Tata, a man of vision, had 
envisaged for the ‘New India’ a pioneering role. To him ‘The New 
India’ constituted “the commencement of a new and large commer- 
cial undertaking of India. It is not a Bombay insurance company, 
or a company working solely in India, but may claim to be a world- 
wide company. . . . It is anticipated that a very large proportion of 
the income, in future years, will be obtained outside India.” The 
organisation of the company’s business outside India was taken in 
hand immediately after commencement of business and, by the end 
of 1920, the company had established an office in the United Kingdom. 
Within the next seven years agencies had been established in almost 
all parts of the world including the Continent, Middle East, East 
Africa, Philippines, etc. 

The company started in 1929, in the wake of fresh resurgence of 
national consciousness, its life department to make its insurance 
service complete and it realised its original objective of operating as a 
composite unit. In the very first year of its life operations, the company 
wrote a record new business of Rs. 38 lakhs. In the next few years, the 
company actively established a network of branches all over the 
country for general as well as life business. The expansion was un- 
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hindered. By 1940 the company’s annual business was around Rs. li 
crores and, in 1945, it went up to Rs. 3.38 crorcs. The company had 
very eminent men on its Board of Directors and its Chairmen included 
Sir Chunilal V. Mehta and A. D. Shroff. 

Shri B. K. Shah, the Managing Director of the company, was edu- 
cated at Sydenham College, Bombay. After passing the F.eliowship of 
the Institute of Actuaries, he joined the ‘Hindus than’ as an Actuary 
and then came over to the ‘New India’ also as Actuary and Assistant 
Manager in 1939. Later, he became the General Manager in 1946 
and, afterwards, its Managing Director. With his tremendous enter- 
prise and unorthodox and dynamic approach, he brought the com- 
pany to the forefront of Indian insurance. The New India became the 
largest composite insurer in the East and, on the life side, its new 
business reached an all-time record of Rs. 43.42 crores in 1954 which 
was Rs. 19.90 crores in 1953. The growth of the ‘New India’ was 
mostly due to its large army of field workers. From the beginning they 
attracted leading rnen from different quarters. The company’s pro- 
gress during the post-war period was unprecedented. Shri Shah was 
ably assisted by Shri T. K. Desai, Deputy General Manager and, on 
the life side, by Shri V. H. V’ora, R. C. Bhalla, J. S. Dalai, D. D. 
Markan and R. M. Mehta. Shri Vrindavan Hargovindas Vora was 
the Life Manager and Actuary. Born in 1911, he was educated at 
Wilson College, Bombay and Oxford University. He completed the 
Fellowship of the Institute of Actuaries, London. He joined the New 
India in 1938. 

‘The Jupiter’ was another prominent General Insurance company 
starting its life department at about the same time as the New India. 
The ‘Jupiter’, too, had a bright beginning and soon emerged as a top 
ranking company in India. Shri K. S. Ramchandra Iyer was con- 
nected with this company for a pretty long time and shaped its future. 
Shri Iyer’s services were eulogised by Shri M. J. S. Dharamsey in 
these words : 

“Shri Iyer has been in the Committee of the Fire Association for 
over 5 years; the fact that he was invariably re-elected at ’several 
general meetings shows in what esteem he is held by the insurance 
fraternity. He has carried on a good deal of publicity work in the cause 
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of Indian companies and he, in a large measure, was responsible for 
placing before the public information about insurance matters in a 
simple language”. Shri Iyer was the Secretary of the company and 
was trained in America. He wrote on insurance matters and had even 
started ‘Indian Insurance 5 , a monthly publication. 

The Government of India appointed an Administrator in July 
1951 on account of the mismanagement of the company’s affairs in 
1 949-50. With this appointment the company regained its sound 
position. 

Others from Bombay 

The co-operative movement entered the field of insurance when the 
Bombay Co-operative Insurance Society made a cautious beginning 
in 1930. The success attained by this society was acclaimed and it 
stood quite apart from other life offices operating on a co-operative 
basis. That insurance was quite an appropriate subject for co-opera- 
tion was fully demonstrated by this society with its steady record of 
ever-increasing business right from the inception. The Society had no 
share capital and its management was wholly democratic, being vested 
solely in the members of the Society consisting of policyholders. The 
privileges allowed to members of registered co-operative societies in- 
cluded a rebate of *}\ per cent on the premium. In 1 940 the society 
completed a business of over Rs. 40 lakhs. Diwan Bahadur C. M. 
Gandhi was the Chairman of the Society. By 1954 the Society pro- 
cured a new business of over a crore of rupees when its affairs were 
being managed by Shri G. H. Thakore. Born in 1910, Shri Thakore 
graduated in 1931 from St. Xavier’s College, Bombay with first class 
in Mathematics. He then joined Cambridge University, took Mathe- 
matics Tripos and ranked as a senior Optime. He was debarred from 
appearing in I.C.S. as a consequence of his visit to the Soviet Union 
in 1933. He then took his M.A. in 1937. Returning to India, he joined 
Oriental as an apprentice at its Head Office and, after working in 
various departments, was transferred to Ahmedabad as Senior Assist- 
ant in 1940. In 1942 he joined the ‘Bombay Co-operative’ as its 
Manager. He was also elected Secretary of the I.L.A.O.A. during 
1944-47 and was its President at the time of nationalisation. He was 


161 



also the founder-Secretary of All India Co-operative Insurance So- 
cieties’ Association. Besides his interest in insurance, he was also 
keenly interested in the co-operative movement and was associated 
with different co-operative bodies. 

The Depositors’ Benefit Insurance Company Ltd., was floated by 
Sir Sorabji JL Pochkhanawalla who, keeping in view the limitations 
of the average savings of bank depositors of the Central Bank of India, 
representing, in most cases, the earnings of the whole life thought of 
providing for them some insurance protection in case of death Besides 
he wanted to make insurance protection as liberal as possible for the 
savings bank depositors of this bank. The Central Bank thus made 
history in 1932 by introducing savings bank insurance. 

The protection was made available to the depositors of the Bank 
irrespective of sex for ages between 18-40 for an amount upto 
Rs. 3,000 at the discretion of the company without any medical 
examination. The main attraction of the scheme was that the premiums 
were automatically drawm from the Home Savings Account without 
any extra charge. Naturally the scheme became very popular. 

The ‘Neptune’ was incorporated in the year 1930 but started writ- 
ing regular life business only in the year 1932. The popularisation of 
life assurance among the masses and lower middle class people through 
the introduction of the then novel ‘Clock Insurance Scheme’ was the 
major contribution of this company. 

Elders 

In the year 1928 the Bombay Mutual underwent a sort of transforma- 
tion. The management was taken over by the Board of Directors from 
the Sole Agents in that year and they set up an All India organisation 
by appointing seventeen Chief Agents in different Provincial Head- 
quarters. The new Board of Directors at that stage was composed of 
Dr. D. A. D’ Monte, Chairman, who had also worked as Chief Medical 
Referee along with Dr. K. T. Gajjar and Sarvashri B. K. Desai, N. J. 
Shah, Bal Gangadhar Kher (later Chief Minister of Bombay) and 
Umakant S. Desai who later became the Chairman of the Society. In 
the same year Mr. F. L. McAfee retired and Shri J. M. Cordeiro took 
over charge of the company. Shri Cordeiro proved a veiy capable 
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leader and, under his stewardship, the business registered a steep 
climb. In 1929 the figures were doubled to Rs. 36 . 37 lakhs and, there- 
after, m successive years, the performance was Rs. 56 95 lakhs, 
Rs. 68 74 lakhs, Rs. 75 65 lakhs and Rs. 129 17 lakhs (1933, the first 
time over a crore of rupees;. The business touched Rs. 4 crore mark in 
1948 and it was to the tune of Rs. 6.83 crores in 1954. In later years 
the affairs of the company were in the hands of Shri M. V Sohonie, 
who had a brilliant academic career and who was specially sent to the 
U.K to have a first-hand assessment of the woxking of the British life 
offices. Shri Sohonie, who started from the lowest rung, built up the 
business as well as the administration of the Society in such a way as 
to make it an ideal life office. In his endeavours, he was ably assisted 
by a band of highly qualified officers consisting of Sarvashri T. R. 
Srinivasan, C. D. Jhamb and J. A. Mansoor. 

The ‘Oriental’ celebrated its Diamond Jubilee in 1934 and, a 
couple of years later, it established a record of over Rs 10 crores' new 
business. It maintained its lead right upto the time of nationalisation, 
though in the last couple of years it had to face determined challenge 
from the ‘New India’. From 1950 onwards the company did an an- 
nual business of over Rs. 20 crores but, in 1954, the business sky- 
rocketed to Rs. 47-75 crores. During this period Sir Purshotamdas 
Thakurdas w r as the Chairman of the company. After being associated 
with the company for 36 years as a Director out of which for 22 years 
he served as the Chairman of the company, he retired in 1955. A bust 
of Sir Purshotamdas was erected in the head-office premises. 

Mr. H. Edwin Jones worked as Manager from 1922. The progress 
of the ‘Oriental’ w r as largely the history of the grow th of Indian insur- 
ance and Mr. Jones’ contribution in the smooth running of the com- 
pany had been solid and substantial. In fact, after successfully piloting 
the company for over two decades, he retired at the height of its strength. 

The life of Mr. Jones was a simple one. He w'as born in 1888 at 
Dalkith and was educated at George Watson’s college, Edinburgh. 
From 1904 to 191 1 he was with the ‘Scottish Union and National’ and 
took his F.F.A. examination in 1911 and A. I. A. in 1914. He came to 
India and joined the ‘Oriental’ in 1912 first as Assistant Actuary and 
then as Actuary from the same year to 1922. Mr. Jones, before becom- 
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ing the Manager, had made his mark by the introduction of fresh 
schemes of insurance, the renovation for the benefit of policyholders 
of old rules and systems and by imparting a clarity in the outlook of 
the company. 

The most notable feature of Mr. Jones’ career was the fact that, in 
spite of being a non-Indian, he completely identified himself with 
Indian insurance and served it nobly He was the founder-Presidcnt 
of the I.L.A.O.A. and was thrice elected President of this important 
body The Government also showxd appreciation of his services 
and abilities by seeking the benefit of his advice as a member of the 
Insurance Advisory Committee. Sober in thought and with zealous 
devotion to the causes espoused by him, Mr. Jones commanded wide 
popularity both in public and in private life and the respect of the 
people of all shades of opinion. 

The magnitude of the services rendered by Mr. Jones to the 
‘Oriental’ can be illustrated by a simple fact. At the time when he 
took up the reins of the company in 1922, the total business in force 
stood at near about Rs. 17 crores and at the end of 1944 it reached the 
colossal figure of Rs. 1 17 crores. As it sometimes happens with very 
active men, Mr. Jones probably did not relish a retired life and passed 
away in the year following his retirement. 

Shri L. S. Vaidyanathan w r as recalled from his post as the Superin- 
tendent of Insurance to assume charge of this great institution after 
retirement of Jones. Born at Lalgudi in Tamil Nadu on August 21, 
1893, Swaminath Vaidyanathan had his early education at Kumba- 
konam. He took his Master’s Degree from Presidency College, Madras, 
securing First Class First and was awarded the Stuart Prize. After 
working as a Professor of Mathematics at Trichinopoly and Baroda, 
he turned his attention to Actuarial Science m which he was destined 
to gain unparalleled distinction. Proceeding to England as a Bombay 
Government Scholar in 1924, he qualified as a Fellow of the Institute 
of Actuaries in 1926 —the first Indian to achieve that honour. On 
return to India he joined the ‘Oriental’ and was thereafter associated 
with that company. About this time, he also took up a pah-time 
Professorship in Actuarial Science at Sydenham College, Bombay and 
helped many young men aspiring for an actuarial career. The grow th 
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of the actuarial profession in India is largely the result of missionary 
zeal V aidyanathan displayed. In 1931 he was entrusted by the Govern- 
ment with the work of conducting an investigation into the mortality 
of the Indian population, based on the Census data. Vaidyanathan 
introduced mechanization in Oriental based on his studies during a 
tour of Europe and America after attending the International Con- 
gress of Actuaries at Rome. There was hardly any sphere of Indian 
Insurance which escaped his influence. His investigations into the 
mortality of Indian Assured lives based on the experience of the 
Oriental was a great contribution to Indian life assurance. His paper 
on this investigation submitted to the Institute of Actuaries won for 
him the prize offered from Sir George Hardy Memorial Fund. His 
first opportunity to display his unique talent came when he was 
nominated to the Central Legislative Assembly which considered the 
Insurance Bill which later emerged as the Insurance Act, 1938. His 
services were again requisitioned by the Government in 1943 when 
he had served the 'Oriental’ for 10 years as Actuary. He was then ap- 
pointed the Superintendent of Insurance, at a time when a large 
number of Indian offices wqre looking up to the Government for ad- 
vice. The appointment of the Insurance Enquiry Committee in 1945 
with Sir Cowasji Jehangir as Chairman and Shri Vaidyanathan as 
Member-Secretary marked a turning point in the recent history of 
Indian insurance. He was also President of the I.L.A.O.A. and of the 
Actuarial Society of India. 

From 1946 onwards Vaidyanathan was at the helm of affairs of 
the ‘Oriental’ improving upon the great traditions laid by his three 
renowned predecessors. He retired from the service with the ‘Oriental’ 
following nationalisation and, at the farewell meeting arranged by the 
employees of the ‘Oriental’, presided over by Sir Cowasji Jehangir, 
Shri K. R. Srinivasan stated : "When the history of Indian insurance 
for the last 2 decades comes to be written, Shri Vaidyanathan’s name 
will be written in letters of gold, for inspired by the singular purpose 
of propagating adoption of fair and correct practices in life insurance 
administration in India, he strove to eradicate evil wherever he found 
it, fought injustice wherever it was perpetrated and upheld sound 
traditions fearlessly and selflessly.” In recognition of his unique posi- 
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tion in Indian insurance, the Government, whilst making changes in 
the management of life insurance companies as a prelude to national- 
isation, had left his position as the Chief Executive of the ‘Oriental ' 
untouched. It was the finest tribute that could have been paid to this 
illustrious pioneer. 

Actuary Mr. Douglas Forrest, Agency Manager Mr. j. R. 
Macpherson and, later, Shri Roshan Lai, Secretary Mr. G.*D. Suther- 
land and Assistant Agency Manager, Shri P. V. Subramonier helped 
Mr. Edwin Jones in the progress of ‘Oriental’. Similarly, Shri Vaidta- 
nathan had capable associates in Sarvashri K. R. Srinivasan, D. P. 
Guzdar, S. N. Vaidya, D. S. Mehta and R. S. Bhatt. 

The Empire of India maintained its commanding position till 1950 
in which year it completed a business of Rs. 3.94 crorcs. The com- 
pany had, however, to pass through difficult times necessitating the 
Government to intervene. Dewan Bahadur R. Varadachaii was 
appointed as Administrator in July 1951 to safeguard the interests 
of the policyholders and to ensure further growth of the institution. 
By economic management and careful handling of the company’s 
resources he was able to infuse confidence and the company's 
position continued to be sound. The administrator was assisted 
by Shri R. B. Pradhan, Manager and Shri K. J. Machhliwaha. 
Later Shri M. J. Rao, Assistant Superintendent of Insurance was 
appointed Administrator in 1956. 

The ‘Bombay Life’ steadily grew in strength and stature. Its rise 
and progress was noteworthy from 1930 onwards and particularly so 
from 1945. The company was doing an annual business of between 
Rs. 70 lakhs and Rs. 126 lakhs and it was in 1944 and 1945 that it 
completed a business of over Rs. 2 crores. In 1954 the business figures 
had touched Rs. 3 . 80 crores. The company was able to achieve this 
progress by a happy combination of various factors. Shri K. Bala- 
subrahmanyam, Manager and Actuary steered the company. 

Shri C. G. Fozdar, the Manager of the Asian for a period of about 
15 years was responsible for building up a sound network of organisa- 
tion for the company. There was a change in the management °of the 
company in 1941 when Shri G. N. Rajpal took over as its Chairman. 
Shri J. N. Heredia was appointed as the General Manager. There was 
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another change in the management in April 1951 and efforts were 
made to bring down the expense ratio which was continuing to be 
fairly high upto 1950. The expense ratio was brought down to 14.89 % 
in 1952 and there was also a very substantial increase in the volume of 
the new business. The General Department of the company was 
closed that year. Shri Gordhandas P. Dutia, who had 20 years’ ex- 
perience of insurance work with the ‘National’ of Calcutta was con- 
nected with the company as a Director. The General Manager was 
Shri P. U. Patel. 

On the death of Sir Lalubhai Samaldas, Sir Chimanlal Setalvad 
assumed responsibility of directing the ‘Industrial and Prudential’ 
from 1 936. The mantle of Sir Pherozeshah Mehta had fallen on Sir 
Setalvad. His multifarious activities and advanced age did not inter- 
fere with his taking a lively interest in the company with a rare en- 
thusiasm. His son, Shri V. C. Setalvad, who served the company as 
Managing Director, was connected with the institution from its very 
inception and formed a team with Shri K. C. Desai. In 1952 the com- 
pany did a business of over Rs. 2 1 crores, over Rs. 3 crores in 1953 and 
had reached Rs. 3.68 crores in 1954. 

Among the medium-sized companies from Bombay, the ‘East and 
West’ forged ahead under its Secretaries Messrs. Dalai and Co. They 
had also set up a subsidiary Provident Society in 1940. Another com- 
pany, the ‘Zenith’ also occupied a respectable position among the 
insurance companies, their Managing Agents being Messrs. H. M. 
Mehta & Co. The General Manager of the company, Shri Byramjee 
Hormusjee was an active figure in the insurance world. The ‘Crescent’ 
closed its Fire and Marine Departments in 1932 and the management 
concentrated on life business alone. There was a thorough re-organisa- 
tion in 1937 and a new chapter was opened with Shri Prabhashankar 
R. Bhatt as the Managing Director. A further re-organisation was 
made in 1951. But the ‘Crescent’ remained a small company only with 
less than Rs. 9 lakhs’ business in 1 954. 
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ONWARD MARCH— SOUTH AND NORTH 


During this period a few good companies emerged in the south. 
The ‘Popular Insurance Co.’ with Head Office at Mangalore was 
formed in 1929. It started with limited aims of catering to the popula- 
tion of South Canara and adjoining districts. The company continued 
its intensive operations with accent on sendee rather than size. From a 
new business of Rs. 5.48 lakhs in 1934 it had grown to a performance 
of Rs. 36.12 lakhs in 1954. The credit for these achievements go to the 
dedicated work of Shri B. Vittal Rau, the Managing Director of the 
Company. 


Down. South 

The South India Co-operative Insurance Society Ltd., Madras 
was established in the year 1932 under the chairmanship of Hon’ble 
Shri V. Ramadas Pantulu, veteran co-operator. Though a number of 
joint stock insurance concerns were functioning at that time, it was 
felt that the insurance needs of the rural population could be served 
better through a co-operative organisation with greater and intimate 
contacts with the rural people. The results achieved by the ‘South 
India Co-operative’ justified the expectations of the promoters. They 
had calculated that there were 1 5,000 co-operative societies function- 
ing in the State and if each society contributed a policy of Rs. 1,000 
each, the society could place on its books without much difficulty a 
business of Rs. 1 J crorc annually. Under the provisions of the* Insur- 
ance Act, the society was enabled to issue policies for sums even below 
Rs. 1,000 being a co-operative concern. This special privilege enabled 
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the society to serve effectively the needs of poorer and lower middle 
classes. Shri P. S. Kumar aswamy Raja, who later became a Chief 
Minister of Madras, was the Chairman of the Society from 1941 to 
1946. In 1954 the society completed a new business of Rs. 81 .56 lakhs. 

The ‘New Guardian of India’ was registered at Madras in 1934. 
The management of the company was in the hands of Shri N. Nara- 
yanan and, in 1954, they did a business of Rs. 82.33 lakhs. 

The Canara Mutual Assurance Co. was a pioneering venture of 
Dr. T. M. A. Pai who founded many institutions in educational, 
medical and industrial field at Udipi and Manipal. Everyone of these 
institutions is a monument for the great service rendered to humanity 
by the benevolent doctor. He dedicated his efforts to see that the busi- 
ness was carried to the masses. With the co-operation of some 
enterprising men of Udipi, the company was registered in November 
1935. Besides being the Chairman of the company, Dr. Pai himself 
was the medical referee of the same. He entrusted the day-to-day 
working of the company to Shri T. R. A. Pai, the youngest of four 
brothers, who had a great acumen for administration. The Directors 
of the ‘Canara Mutual’ borrowed on personal security from the 
Canara Bank a sum of Rs. 25,000 for licence and within a year it was 
repaid in full. At first the new company was under the control of the 
bank but, in 1939 after the new legislation the management was 
separated. Shri T. R. A. Pai, Managing Director of the Company 
was its principal officer from the beginning. On the Board of Directors 
were various prominent people like T. Padmanabha Rao, Dr. K. L. 
Aithala, M. D. Kamat, B. Vaikunta Baliga and Dr. A. V. Baliga. The 
1954 new business of the ‘Canara Mutual’ stood at Rs. 88.29 lakhs. 

The achievement of the ‘Canara Mutual’ under the benign care 
of Dr. T. M. A. Pai was a force to be reckoned with in spite of its being 
• situated in a small town. Appreciation of the work of the company 
was, to a large extent, responsible for establishment of a Divisional 
Office of L.I.C. in Udipi. * 

Among the bigger companies, the ‘United India’ became the 
premier institution in the South. An enlightened outlook was imparted 
to the company by Messrs. Star & Co., its Managing Agents ap- 
pointed in 1926. An important reason for the progress of the company 
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was also the trust arrangement evolved in that year to ensure the per- 
manent and absolute safety of the funds. It has been termed as a 
‘Magna Carta’ of the policyholders. The gist of this unique trust ar- 
rangement was that the company was committed permanently to the 
principle of reserving not less than 85% of the renewal premium, 
besides the entire interest accretions on the same, for the special and 
first security of the policyholders. Further, the company, under the 
trust arrangement, was committed permanently to certain well- 
defined methods of investments which, though extremely conservative, 
were unexceptionable from the point of view of safety and security. 
The constitution of the company was also revised so as to admit into 
the Board of Management of the company two policyholders elected 
from amongst themselves. 

The Silver Jubilee celebrations of the company in 1932 were pre- 
sided over by Sir Mirza Ismail, Dewan of Mysore. To mark the occa- 
sion, the company devised a new scheme of insurance — the Silver 
Jubilee Policy, under which business of over Rs. 10 lakhs was secured 
within 24 hours of its launching. By 1 938 the annual business of the 
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company rose to more than Rs. crores. Following the Silver Jubilee, 
the company established a number of branches and Chief Agencies to 
cover all the Provinces and territories in India and branches were 
also opened overseas. In 1954 the company wrote a business of more 
than Rs. 4.25 crores. 

The fopntain-head of this progressive institution was its Chairman 
and Managing Director, Shri M. Ct. M. Chidambaram Chettiar. He 
was a leading member of the Nagarathar Community and was con- 
nected with various banking, business and industrial concerns in 
South India. He was greatly interested in the field of education and 
two well-known high schools in Madras were founded by him. Un- 
fortunately, he died in an air crash in Singapore on March 13, 1954 
while on his way back to Madras after a tour of Rangoon, Singapore 
and Djakarta in connection with his banking and insurance business. 
The management of the company was in the trusted hands of Shri N. V. 
Nayudu, the Manager. Shri Nayudu passed his B.A. (Hons.) in Mathe- 
matics in first class in 1932. He took his B.L. degree in 1934 and went 
to England in 1935 to work with Atlas Assurance Co., London. He 
qualified as an Associate in 1937 and as a F ellow of the Institute of 
Actuaries in 1 939. Thereafter for 5 years he was Assistant Superinten- 
dent of Insurance and then joined ‘United India’ in 1945. He was a 
member of the Post-War Sub-Committee on Insurance and Insurance 
Legislation Committee. He was also a president of the South India 
Insurance Offices’ Association and the I.L.A.O.A. He was abroad in 
1948 to study the working of the ‘Metropolitan’ of New York and took 
part in the Centenary celebrations of the Institute of Actuaries, 
London in the same year. His team of executives consisted of Sarvashri 
N. Venkatachari, Secretary, J. R. Rana, Actuary and H. Balaram 
Rao, Agency Manager. 

The pioneer life office in the State of Mysore, the ‘Asiatic’ showed 
progress not only in the State but in British India as well. It was tran- 
sacting all classes of insurance business and its life business amounted 
to Rs. 51.73 lakhs in the year 1954. The company was taken over by 
the Prithvi and in 1955 and thereafter its activities were confined only 
to General insurance business. It became one of the subsidiaries of the 
Life Insurance Corporation. 
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The ‘Indian Mutual’ of Madras was another consistent producer 
touching an all-time figure of Rs. i . 15 crore of new business in the 
year 1954. 

The premier company of Andhra was able to place itself on a 
sound financial footing under the leadership of Shri P. Pardhasaradhi 
Naidu, Managing Director and Shri D. Subrahmaniam, Actuary, who 
later became the Manager of the company. In 1938 the ‘Andhra’ 
completed a new business of over Rs. 20 lakhs which went upto 
Rs. x . 94 crores by 1954. In fact, the company was writing more than 
Rs. i£ crore’s new business every year from 1949 onwards. The com- 
pany increased its paid-up capital to Rs. 5 lakhs in the year 1947 for 
commencing Fire, Motor, Marine and Accident insurance business 
in addition to Life. 

Up in the North 

A number of companies were floated in the north too, of which two 
became quite prominent. The Sunlight of India Insurance Company 
was established in Lahore in the year 1932. Lala Bhimsen Sachar, 
who later became the Chief Minister of Punjab, was its Managing 
Director. In the early stages of its career, the company had to face 
two very severe tests out of which it emerged unscathed. The first jolt 
was the Quetta earthquake disaster. The barely three-year-old com- 
pany was not shaken by the sudden influx of claims; it voluntarily 
published in the newspapers the names and addresses of its Quetta 
policyholders with the result that a large number of survivors and de- 
pendents who might never have know'n of their claims against the 
company, benefited. 

The second test was at the time of the Insurance Act, 1938. In 
spite of some of its severe demands on the resources of young life as- 
surance companies, the Sunlight had not to make any radical changes 
in its method of working. The company kept marching on the path of 
progress but, as a result of the unhappy partition of the country, it 
had to face yet another crisis. The Head Office had to be shifted from 
Lahore to Ambala in 1947. In common with the victims of the’frenzy 
at the time of partition, the Sunlight suffered heavily both financially 
and organisationally. It had to start afresh and within a short time 
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it was able to set up a new organisation. The company came out of all 
these difficulties principally due to the tireless efforts of Lala Bhimsen 
Sachar. Later on the management was in the hands of Shri Kanwal 
Raj Puri and Dewan Salig Ram Puri. As a result, the company could 
cross Re. i crore mark of new business in the year 1954. 

The otfyer company of repute was the New Asiatic Insurance Co. 
Ltd., sponsored in the year 1933 by the well-known house of Birlas. 
The Articles of Association stipulated investment of 60 % of its funds in 
Trustee Securities. This and the patronage of the Birlas contributed 
to the rapid growth of the company. In the second year of its working, 
the company was able to complete a new business of over Rs. 25 lakhs 
and it crossed Re. 1 crore mark in the 10th year. In the very next 
year the toal new sums assured soared to Rs. 1 .81 crores. Such gratify- 
ing results were mainly due to the efforts of Shri A. L. Dutta, the 
General Manager of the Company. The success of the Life Depart- 
ment led to the opening of other departments and the results were 
uniformly satisfactory. The company’s life business reached Rs. 3.43 
crores for the year 1954. Shri B. M. Birla was its first Chairman and, 
subsequently, Shri L. N. Birla, who was earlier the Managing Director, 
became the Chairman. 

The Veterans 

The Bharat Insurance Co. was in the thick of litigations right upto 
1935. There was an attempt at re-organisation of the company in 1935 
when a new directorate was formed with Shri R. B. Binda Saran as 
Chairman and Shri P. D. Khosla as the General Manager. The ar- 
rangement, however, did not work and the matters drifted along till 
the next year when Seth Ramkrishna Dalmia purchased a large num- 
ber of shares of the company and became its Chairman with Shri D. P. 
Khaitan as its Vice Chairman. Explaining his position Shri Dalmia 
said : “Reports had reached of imputing motives to me in respect of 
purchase of the shares at a price almost double of what was prevailing 
at that time. I assure everyone concerned that in making the purchase 
nothing could have been farther from my mind that the thought of 
exploiting the institution to make pecuniary gain. My idea in purchas- 
ing the shares of the ‘Bharat’ was to save the company from certain 
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ruin with which it was faced and thereby serve Punjab and, India 
through this great national institution.” With the reorganisation, the 
‘Bharat’ was set on its onward march again. A word of caution was, 
however, not wanting when the ‘Insurance Herald' commented on 
the company’s progress for the year ending December 1937: “On go- 
ing through the present Balance Sheet, however, we can hardly con- 
gratulate the management on their performance, in spite of the fact 
that, in so far as new business is concerned, the company has been 
able to write quite a large volume of business. It is this attempt to 
write such spectacular business which evidently is responsible for the 
deplorable state of things revealed in the Balance Sheet.” 

‘Bharat’, however, maintained its pace of progress. Shri Shanti 
Prasad Jain brought to bear his wide knowledge of changing market 
conditions in diversifying the investments of the company and the 
general administration was entrusted to a trusted colleague Shri 
Rajendra Kumar Jain. In 1937 the new business of the company stood 
at Rs. 2.05 crores. Gurudeo Tagore complimented the management 
in the words “You have refloated in an amazingly quick time the 
sunken ship which had touched the bottom of the sea”. In 1942, the 
reins of the management came in the hands of Shri Jaidayal Dalmia 
and Shri R. K Jain was succeeded by Shri Jai Chand Jain. Shri J. C. 
Jain was earlier a Chief Agent of the ‘Western India’ and had built up 
a substantial business in 8 years. He was then picked up by the Dalmia- 
Jain Organisation and ultimately placed as the General Manager of 
the ‘Bharat’. Shri Jam was ably assisted in his task by Lala Dina Nath 
Chadha and Shri K. L. Gupta, who later became the General Manager 
of the ‘Bharat’. Shri Gupta had a unique distinction of being the flrst 
Indian holding Fellowship of both the Institute of Actuaries, London 
and the Faculty of Actuaries of Edinburg. 

‘Bharat’ bravely stood the convulsions of partition when the com- 
pany’s head office had to be shifted from Lahore to Delhi. In 1950 
and 1951 the ‘Bharat’ wrote new business of over Rs. 3! crores and 
over Rs. 4 crores each in the following two years. 

Under the management of Rao Bahadur Mithan Lai as Chairman 
and Shri P. D. Bhargava as General Manager, the ‘General Assurance, 
made rapid strides and by 1930 the Society’s business in force was over 
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Rs. 3 crores. Dr. S. Kabboor made a substantial contribution to the 
growth of Society. He was connected with it in different capacities 
from Chief Agent to Assistant Manager. It was he who laid the firm 
foundation of the society’s business in South India. Shri P. D. Bhargava, 
retired from the society’s services in 1937 and was succeeded for a 
short while by Shri P. G. Marathe. Ultimately Shri Brahma Dutta 
Bhargava took over as General Manager in 1938. He was already 
associated with the company for about 7 years and he headed the ad- 
ministration for 14 long years. The efficiency of Brahma Dutta was 
largely responsible for the progress of the society. Pandit Bhargava 
was elected as a President of the I.L.A.O.A. It was in his regime that a 
new chapter was opened in the history of the company when Shri B. N. 
Jalan and Shri B. L. Jalan of the house of Messrs. Soorajmull N agar- 
mull joined the Board of the Society as Chairman and Director. They 
also started the General Department of the society and registered 
progress at a very rapid pace. In 1952 Shri P. M. Dalai succeeded 
Brahma Dutta as the General Manager and he was assisted by Shri 
S. B. Roy Chowdhury formerly of the ‘Hindusthan’ as Life Manager. 
The ‘General’ registered a business of over Rs. 2 . 70 crores in the year 
I 954- 

The ‘Lakshmi’ reached a very high position —within the first ten — 
in the industry during this period. The cruel hands of death, removed 
the directors one by one, Lala Lajpat Rai, being the first to quit — 
having fallen a victim to the police Lathi charge while leading a pro- 
cession in November 1929. The directors’ vacancies had to be filled in 
and as by that time the price of a ten rupee share of the Lakshmi was 
more than Rs. 200, all sorts of people with money tried to step in. 
Perhaps never after that the Board of ‘Lakshmi’ acted like one man 
and the stalemate continued till the time Rai Bahadur L. Ishardas 
Sawhney consented to step in at the invitation of Shri Santanam. The 
partition of the country no doubt affected the business of the Lakshmi 
but the bold policy of the management in coming to the rescue of the 
claimants in the hour of their dire necessity re-infused public confi- 
dence. The company withstood the storm and came out successfully. 
The management of the company passed into the hands of L. Devi 
Chand, its General Manager and in his arduous task, he was helped 
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by Shri B. Sardana, Agency Manager, and Shri Harbans Lai Bhatia, 
Actuary. 

The flotations of the companies were, however, not restricted 
only to the principal cities of Calcutta, Bombay, Delhi and Madras. 
Many new companies were started at other centres as Dharwar, 
Baroda, Patna, Gauhati, Poona, Allahabad, Kupwad, Agra and 
Hyderabad. An important company to be floated was the Warden 
Insurance Co. Two successful insurancemen Sarvashri J. C. Thakkar 
and S. H. Thaker conceived the idea of floating their own company 
and as a result the ‘Warden’ was registered with its Head Office at 
Ahmedabad in 1933. In the very first year the company produced a 
business of over Rs. 25 lakhs and within 5 years the annual business 
went up to Rs. 40 lakhs. This success tempted the management to add 
General Insurance business to its activities and this was placed in the 
hands of Shri K. S. Ramchandra Iyer with his long and rich experi- 
ence in the line. The ‘Warden’ later shifted its head office from 
Ahmedabad to Bombay and in 1954 they registered a business of 
over Rs. 85 lakhs. The day-to-day management was looked after 
by Shri N. V. Rao. 

In the next year the ‘Free India’ was established with Head Office 
at Kanpur. Later Sir Padampat Singhania assumed the Chairman- 
ship of the company when founder Chairman Shri Sri Prakasa, 
the veteran Congress leader, went to jail as a satyagrahi. Shri 
N. K. Bharatiya was the Managing Director of the company. In 1 936 
the ‘Sahyadri’ was established at Nasik providing an example of how- 
common men without capital can achieve success in a business en- 
terprise. Sarvashri G. G. Soundankar and W. K. Joshi, the founders 
came from the teachers’ profession. Dr. Panjabrao Deshmukh, a popular 
leader of Vidarbha was first Vice Chairman and later the Chairman 
of the company. He was succeeded by Shri S. K. Pati). It was because 
of the success of this small but sound life office that the L.I.C. estab- 
lished one of its Divisional Offices at Nasik. 

The Baroda State Department of Co-operation, with a view to 
develop the habit of thrift among the people of the State evolved a 
scheme and they appointed a committee in 1937 to plan the working 
of a co-operative insurance Society. Based on the report of the com- 
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mittee, the ‘Baroda Co-operative Insurance Society Ltd.’ was formed 
in July 1938 with Rajratna G. M. Tambe as its Chairman and Shri 
P. K. Bhatt, as Manager. Till 1949, the society carried on its activities 
in Baroda territories only. After the merger of the Baroda State with 
Bombay, the name was changed to the Maha-Gujarat Co-operative 
Insurance Society Ltd. 

Of the companies founded outside the metropolitan cities, the 
Indian Life and the Western India require special mention. The 
‘Indian Life’ became a foreign institution in India after partition as 
the head office of the company was in Karachi. The first concern 
of the directors was the safety of the company’s many policyholders in 
India and important steps were taken to ensure the same. The com- 
pany’s chief office for India was established at Bombay with Shri V. E. 
Raymond as General Manager for India. The policyholders were 
given suitable options about endorsement on their policies and from 
March 1951 the Bank of Baroda was appointed as official trustees of 
the company for its Indian assets. 

The Western India maintained its progress and celebrated its 
Silver Jubilee in 1 939 under the Presidentship of Sir M. Visvesvarayya. 
The company’s chairmen included prominent personalities like 
Dr. M. N. Agashe and Shri R. G. Soman, Speaker, Bombay Legisla- 
tive Council. The high moral traditions laid down by Vima Maharshi 
Chirmule were followed by his successors. In 1954 the company com- 
pleted a new business of Rs. 3.56 crores, of which the share of its 
Bombay Branch was over a crore of rupees. Under the leadership of 
Principal N. G. Naralkar, the Western India, Bombay Branch became 
the biggest branch office of any Indian company with head office 
outside Bombay Shri Ghanshyam Das Birla, declaring open the 
‘Western India House’, Company’s Bombay home — hoped that the 
company’s achievements will prove, “that the history of Satara is 
not yet ended and that if Maharashtra has added pages to India’s 
political history, it has some pages to add to its economic history 
too.” The success of this company was an important consideration in 
locating a Divisional Office of the L.I.C. at Satara. 
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DECADE OF TRANSITION 


1 HE rapid increase in the number of Indian insurers operating in the 
country following the depression was an expression of the tremendous 
surge of public interest in insurance. It was partially inspired by the 
demonstration of strength by insurance companies to withstand the 
lean years which brought so many other businesses on to the verge of 
ruin. It was also due to the swadeshi movement that swept the field 
of insurance also with a renewed zeal. The increasing awareness as 
to how the capital resources of the country were being taken out of 
Indian control through large sums being paid, year after year, as in- 
surance premiums to foreign companies led to a propaganda being 
started in favour of Indian companies. Leaders of public opinion in the 
country, including the biggest personalities in the realms of literature, 
science and politics, joined in an appeal to Indians to place their in- 
surance business with Indian companies alone. Their efforts were 
successful. 

In the Wake of Growth 

However, in the earlier period the founders of most of the enter- 
prises in this line were inspired mom by the spirit of social service 
than of actually laying the foundations of a great industry. The extent 
that those endeavours were crowned with success speaks volumes 
about the efficient and scientific bases of management of the insurers. 
After 1928 a new era dawned and within a decade the institution 
developed into a big industry and became the most popular vehicle 
of pooling of resources. By 1938 there were 217 Indian insurers in the 
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field as against 147 non-Indian insurers. The total new business 
figures also increased from Rs. 16.50 crores in 1930 to Rs. 46.68 crores 
in 1 938. These figures give an idea as to how Indian insurance forged 
ahead during this period. The business of the foreign companies in 
India dwindled from Rs. 17.8 crores to Rs. 8.4 crores in the corres- 
ponding period. Public opinion, however, continued to press for restrict- 
ing the unfettered activities of the foreign companies. 

/The advent of a large number of new companies resulted in in- 
tensifying the struggle for existence and pushed the expenses up to 
uneconomic levels. The Government Actuary pointed out as early as 
in 1933 : “It will be seen that with the exception of few oldest com- 
panies which have been transacting business for over 25 years, a large 
number of companies of over 10 years’ standing have not yet been able 
to pay any dividend to their shareholders”. Flotation of companies 
was indiscriminate and was actively assisted by liberal statutory 
regulations and low value of Government securities at the worst 
period of depression. Far from adding to the strength of the enterprise, 
the great increase in the number of life offices was to a large extent 
responsible for the various difficult problems that the industry had to 
face later. The bonus mania was the bane of life assurance at that 
period. Started by a few foreign offices, who could afford to pay higher 
bonus because of their huge funds and international positions, higher 
bonus declaration reached competitive levels, undermining the 
financial strength of many offices. 

Some Indian insurance companies, in order to declare high 
bonuses, resorted to raising the valuation interest rate even to 5 per 
cent and diminishing the premium reserves for future expenses. It 
was tragic that the public developed a great craze for bonus and they 
would rush to a particular company because its bonus declarations 
were more satisfactory than those of other companies which may 
be sounder on actuarial considerations. The Government Actuary 
had to caution against the valuations based on assumptions other than 
actual experience without a full explanation for such assumptions. 
Such competition also pushed the premium rates to ridiculously in- 
adequate levels and led to introduction of novel schemes as ‘Three- 
in-One’ policy and conferring of ‘six-fold’ benefits and ‘ten-fold’ ad- 
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vantages. Dividing insurance, which had become limited to a few 
companies with the introduction of 1912 Act, reappeared m full force. 

Commenting on the Valuation Report of a leading Bengal concern, 
the ‘Ananda Bazar Patrika’ remarked: ‘‘The lure of securing big busi- 
ness with the bait of high sounding bonus is inducing some Indian 
companies to adopt such unscientific methods in \ ablations which, in 
the long run, may prove disastrous. Many companies are declaring 
big bonuses with the expectation of favourable mortality , higher rate 
of interest and low expense ratios in future. Such assumptions are 
bringing- greater surplus at the cost of future policyholders. The result 
will be that for some time they might dupe the public by this jugglery 
of figures but, ultimately, may not be able to fulfil the contra< ts, what 
to speak of granting any bonus.” 

Coupled with this was the baffling problem of laps at ion of policies 
facing the Indian insurers. The main causes ol increased lapse ratio 
were the attempts of companies to out-bid eveiv year their record 
of previous new business, the trade depression that had set in since 
1929, the common practice of enticing policyholders by offering tempt- 
ing rebates and the want of appreciation of the utility of life assurance 
on the part of the assuring public. The vicious circle of competition 
started with high commissions to the agents which directly encouraged 
the pernicious practice of rebating and ultimately increased the lapse 
ratio and disturbed the mortality experience oi the offices. This process 
vitiated the field also. The new r companies wanted an army ol' agents 
but the agent of the right type could not be had just for asking. They 
demanded ‘facilities' for organisation, wanted ‘accommodation' on 
different pleas, pressed requests for ‘advances’. The demands were 
backed by large promises of business and the disillusionment was not 
far off for both the sides. Mr. H. E. Jones deprecated other unfair 
practices by the agents in his Presidential address of tiie I.L.A.O.A. : 
“Denunciation of a company by the agents oi a ri\al company is also 
getting far too common and, as this simply leads to repiisals, the 
practice is manifestly not calculated to increase the demand for life 
assurance nor to add prestige in the eyes of the public oi the company 
whose agents adopt this practice.” Not only the mediocre agents but, 
sometimes, the successful persons in the line also changed from com- 
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pany to company, which became a common feature of the period. 
However, there were cases where some persons by changing from com- 
pany to company were able to utilise their talents to the fullest ad- 
vantage to the benefit of both the individual and the companies. 

Another unhealthy sign was the inter-provincial competition result- 
ing in an undesirable rivalry among the companies. The ‘Insurance 
Review’ commented : “It is absolutely essential that this regrettable 
spirit must be crushed immediately before it grows into serious pro- 
portions. To its votaries we beg humbly to point out that this is not 
a time when this spirit could be conveniently and advantageously 
inculcated. We quite realise that Provincialism may be the highest 
ideal of Swadeshism and consequently nationalism but only after the 
country gets complete Swaraj . In other words when the country is 
independent it may be desirable and beneficial to have life offices 
catering for the special needs of individual provinces”. The effects of 
the various evils were, however, not immediately felt because, as in 
the past, the life insurance business had escaped the deteriorating in- 
fluences of the unprecedented depression. The result of escaping this 
slump was that the life offices did not feel the necessity to co-operate 
in their daily work as pointedly as the other trades and industries did. 
In the words of Sardul Singh Caveeshar at the Second Indian In- 
surance Conference 1934 : “Life Insurance business during this period 
could be compared to a spoilt child who was brought under special 
protective conditions and felt little inclination to improve the cir- 
cumstances in which it was put.” 

Most of the Indian life offices were caught in the renewed surge 
of nationalism during these years and from their frequent advertise- 
ments it would appear that the companies were out and out imbibed 
with political consciousness. From the business point of view this 
attitude was quite profitable and it procured handsome business even 
for seme smaller offices. Many of them, however, often underrated 
the significant feature of life insurance business that the entire funds 
were trust property of third parties. It was obviously unadvisable to 
continue experimenting in nationalism at the cost of policyholders. 
If they were really moved by nationalist spirit they would have first 
successfully passed through the ordeal of discipline and experience 
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and gained sufficient knowledge of working life offices suc< essmliv 
Many smaller offices came to grief on this count. 

Salient Features 

During the decade under review the total number of policies issued h} 
the Indian companies exceeded one lakh every year except in 1931 
when the number was 96,909. It was for the first time in 1929 that this 
number had crossed one lakh. Upto 1925 the number was even lews 
than 50,000, the figure for that year being 42,51 7 From 1935 onwards 
the number of policies underwritten in a y ear crossed 2 lakhs and. in 
1938, the figure was almost 3 lakhs The average sum assured, howe\ er, 
came down to Rs. 1,451 in 1938 from Rs. 1,794 in 1929. The average 
sum assured of the foreign offices in India was, however, static and 
stood around Rs. 3,000. The volume of business done by each life 
office per annum had risen to an average of Rs. 22.1 lakhs lor the 
entire period. Of the 78 new offices set up and which continued till 
nationalisation as many as 14 were mutual companies. Some of them 
were still meant to cater to the needs of small groups, like ‘Bengal 
Secretariat’, ‘Calcutta Postal and R.M.S.’ and ‘Railv av Employees’. 
The Endowment Assurance continued to be the most popular form 
of insurance and in no year its share was less than 72 per cent of the 
total business and in some years it even touched 83 per cent. The per- 
centage of the Whole Lite Policies constituted about 14 per cent ap- 
proximately. Of the 78 offices referred to above, 16 transacted life 
business along with non-life whereas 10 other offi< es were set up m 
transact purely non-life business. 

The Government continued to give Indian imuiar.ee a step- 
motherly treatment and often took partisan attitude. In 1934 the 
Madras Government issued a notification which tried to delete the 
names of a few companies from the list of companies at cepred as .sound 
for the purpose of cerrain rules of the ‘General Provident Fund". 
This created a furore and protests were lodged with the ( tort lament 
who had to modify the order in due cotnse. it lias to be non d, how ever, 
that as soon as the order was issued, some of the insurance oilit es w hit .a 
had remained untouched by the notification, tried their best to < orner 
these sister companies who were affected by the same. Naturaiiv , 



therefore, when in' 1937 the Congress assumed power in the Provinces, 
expectations soared high. For instance, Shri Walchand Hirachand in 
his Presidential address at the 4th Indian Insurance Companies 
Conference expressed the hope that it would be practicable for the 
Congress Party to act in such way as to directly benefit swadeshi 
enterprise. The Congress regime, however, did not last long to see the 
fulfilment of such expectations. 

Free Insurance Societies 

Before the Provident Insurance Society’s Act came into force in 1912, 
innumerable funds which collected monthly subscriptions and promised 
large and attractive benefits operated particularly in Gujarat and 
Bengal. Only a few of them were registered and the rest were un- 
incorporated. The Act of 1912 brought these societies under the 
purview of the Registrar ofjoint Stock Companies and, as an immediate 
result, most of the uneconomic funds ceased to function. Out of the 
1200 societies operating before the Act only about 90 existed by the 
year 1915. Some tried to evade the legal provisions as in the case of 
the Mysore Government Security Life and Marriage Assurance Co. 
By keeping its life assurance contracts within the limits prescribed 
for Provident Societies, it initially escaped compliance with the Life 
Act and by only having canvassers working in British India and 
restricting their powers it endeavoured to escape compliance with 
the provisions of the Provident Societies Act too. The company was 
of course brought to books in due course but the Mysore Government 
had to publish in the Gazette that the use of the word ‘Mysore Govern- 
ment’ did not mean that that Government either authorised its for- 
mation or supervised its business. 

At the end of the First World War only two Provident insurers 
had remained on the scene — one of them being the ‘Indian Provident 
Company Ltd.’ It had carved out its own place among the Provident 
societies and was registered as a private company in 1911. Then 
ensued^ another phase of growth. Newcomers came in the field 
and because of the inherent weaknesses in the Act about the control 
over such societies, they soon started operating with an apparent lack 
of restraint. To add to the confusion, in the twenties the business on 
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dividing principle caught the imagination of certain adventurers, who 
with a few hundreds of rupees could start a society and collect a rupee 
premium a month providing large benefit on death of the subscriber. 
The exploitation of the trusting masses by such societies and the so- 
called Free Insurance Companies was on such a large scale that the 
All India Congress Working Committee took up this question in right 
earnest and appointed a Vigilance Committee to in\ estigate'the general 
principles and practices followed by these offices. It also gathered 
views of some eminent men about the soundness of such schemes of 
which a few were suspected to be fraudulent. Sardar Yallabhbha i 
Patel who spotted this development opined : “It is to be regretted 
that at a moment when a strong feeling has been created in the country 
in favour of Swadeshi by the sacrifices of thousands of patriotic men 
and women some selfish people are found taking advantage of the 
opportunity so offered to serve their own ends by cheating simple- 
minded peasants. ... It is a sin to advertise such bogus companies. I 
request the Press not to print their advertisements. ... It is the duty 
of the Congress workers and volunteers to warn the poor peasants 
against walking into the parlour of such so-called insurance com- 
panies.” Prominent actuaries like Shri G. S. Marathe and Mr. H. L. 
Humphreys also gave their verdict against such societies. They agreed 
that the active promotion of these societies represented exploitation 
of the agriculturists. 

This sort of criticism had the desired effect and we find the Venus 
Assurance, a company of Delhi modifying its Tree Insurance’ scheme. 
Actuary Shri Marathe himself modified it so as to place it on a scientific 
basis. A specific mention of this company was earlier made by the Vigi- 
lance Committee. These societies were, however, not limited to one 
or two provinces but had rapidly grown in various parts of the country. 
The Government of Bengal felt it necessary to depute Shri S. N. Banerji 
to Comilla to enquire into the working of the insurance societies in 
the District. It was reported that the benefit schemes adopted by these 
societies were unsound and a large number of illiterate people had been 
defrauded. In Bengal alone hundreds of societies had come info exis- 
tence of which only a handful were actually working. The State of 
Travancore enacted regulations requiring deposits from Provident 
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Societies and the number of societies immediately fell down from 400 
to 10. The State however also sought to give some help to the struggling 
societies by suitable amendments. The collapse of a number of Pro- 
vident Fund Societies and Bond Schemes in the year i§35 created 
considerable panic all over the province of Sind. Soon after the break- 
down of the ‘Sind Mutual’ and the ‘Sind Jupiter’, several other minor 
Fund Societies had gone into voluntary liquidation. Each such society 
had a membership exceeding 30,000 and consequently lakhs of 
people, particularly of the middle class, were affected. In the same 
year the Indian Chamber of Commerce urged the Government of 
Bengal to come forward to protect the public from the menace of the 
institutions carrying on business under the ‘Dividing Plan’ or ‘Free 
Insurance’ basis. The Superintendent of Insurance had even published 
a long list of societies which were almost untraceable. The Inspector 
in-charge of Bengal was not able to trace their registered offices and 
information was invited from the public about the whereabouts of 
these societies. Similar list of untraceable societies from Punjab was 
also published by the Superintendent. 

It was reported that, of a single class of workers, the railwaymen, 
nearly a lakh were unfortunate victims of several ‘dividing insurance’ 
schemes. One of these societies, namely, the Union Benefit Guarantee 
Co. Ltd. of Bombay, however, filed a suit against Shri Thakarlal P. 
Thakar and ten others of Ahmedabad who were members of the 
Vigilance Committee appointed by the Working Committee of the 
Indian National Congress. The plaintiff maintained that the condemna- 
tion of the society contained in the report of the Vigilance Committee 
affected their business. His Lordship upheld some of the contentions 
and ordered defendants to pay Rs. 1,000 as damages to the plain- 
tiff as also the cost of the suit. The judgement was received with mixed 
feelings in the insurance circles. It was apprehended that the judge- 
ment will be quoted, like the devil quoting the scriptures, and in- 
discriminate flotations of such societies would go on merrily. On the 
other hand, wholesale condemnation of Provident societies probably 
meant 'rushing to the opposite extreme. That there were frequent 
instances of wilful misdeed and unscientific business was no argument 
for belittling the principle of Provident societies and aiming at their 
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total extermination. If carried on proper lines, they could do useful 
business and offer insurance facilities to the poorer classes. Their proper 
regulation was, however, immediately called for as even Justice Cun- 
liffe of the Calcutta High Court found that the Indian Provident 
Societies Act of 1912 was a throughly weak and inadequate enactment. 

Imsiaraace Fraud Cases 

The insurance business offered opportunities to unscrupulous ad- 
venturers whose motto appeared to have been “to get rich quick”. 
They tried to defraud the insurance offices and such cases of fraud were 
frequently reported in contemporary newspapers. To cite a few cases, 
we may first refer to the trial of Shri Atre, a prominent pleader from 
Poona and 21 others connected with the ‘People’s Own’ who were 
tried for criminal breach of trust. Another interesting case was a big 
conspiracy to cheat a well-known insurance company to the sum 
of 50,000 dollars in which one Shri Motilal Ravji, described by the 
police as ‘Mahatma of dutch’ was charged with cheating. In yet 
another case at Calcutta a widow was involved among persons ac- 
cused in a conspiracy to cheat the ‘General Assurance’ to the extent 
of Rs. 10,000. We also read about arrest of several insurance managers 
during this period and persons who were ‘wanted’ by the police in 
connection with criminal breach of trust of the companies. 

The General Manager of the ‘Star of India’ was duped by ‘a smart 
looking young man who claimed to be B.A., LL.B. and introduced 
himself as the son of a Sessions Judge’. He took various forms from the 
company slating that he was going to Kashmir as the Maharaja of 
Indore had arrived there and hoped to do good business. A few days 
later, he returned with proposals for Rs. 25,000, gave cheques for 
premiums and collected his commissions. The cheques for premiums 
were, however, dishonoured by the banks and the police were in 
search of the ‘smart young man’. In another instance the senior Su- 
perintendent of Police of Lahore had to warn the public against 3 
alleged cheats who were operating in the name of ‘Lux Insurance Co.’. 
We read also a report about directors of the ‘Dominion Insurance Co.’ 
being fined for submitting false returns. In an article captioned 
‘Recent Frauds in Female Life Assurances’, Shri B. B. Dotto observed : 
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“A good many insurance companies, both Indian and non-Indian, 
have suffered to a great extent on this account. False personifications, 
mis-statement of facts relating to family history and production of 
false horoscopes have become a menace to insurance companies. Sup- 
pression of facts relating to personal history is also largely practised. 
Almost in £very month we will see in the columns of newspapers one 
or more reports about insurance fraud cases. . . . It is a matter of shame 
and disgrace that in a vast majority of fraud cases it was detected in 
the course of enquiry that either the agent or medical examiner was 
a party to it.” 

Remedial Measures 

The unhealthy competition of the foreign companies, indiscriminate 
growth, both of insurance companies and Provident societies, mal- 
practices and frauds, all demanded some sort of control at the highest 
level and the Government could not remain silent for long. The 
Indian Insurance Companies Act, 1928 was only a stopgap legisla- 
tion and was passed hastily to meet insistent public demand. 
The Government appointed Shri Sushi! C. Sen a Special Officer to 
report, on the basis of a survey of insurance in India, as to what type 
of legislation was called for. He submitted his report towards the end 
of 1935 - A Consultative Committee consisting of representatives of 
various interests, considered the recommendations of the Special 
Officer. Thereafter a bill was framed and circulated for opinion. It 
was introduced in the Indian Legislative Assembly in 1937, became 
law early in 1938 and came into force on the 1st July 1939. Thus 
what started as an amending bill ultimately produced an Act which 
bore little resemblance to the old Act it professed to amend. An in- 
surance journal doubted whether the affairs prevailing in the period 
between the passing of the Acts of 1912 and 1938 provided such a 
dismal picture that the legislators should introduce very drastic 
measures which sought to completely upset the old scheme of things. 
1 he q,ew Act was a comprehensive piece of legislation governing not 
only life but also non-life branches of insurance and provided strict 
state control over insurance business. Its separate sub-sections dealt with 
provident companies, mutual offices and co-operative societies as well. 
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The advantages enjoyed by the foreign insurers under the 1912 
Act were sought to be removed by the nationalists who insisted upon 
the right of protection for Indian insurers. The Indian insurers were 
no doubt fully aware of the growing menace of unsavoury practices 
of many of the newly floated companies but felt the ill-effects of foreign 
competition much more deeply. In framing the new Insurance Act 
Sir Nripendra Nath and Sushil Sen laid their emphasis on the legal 
aspects rather than on insurance problems. Public opinion, reflected 
by the elected Congress majority, was perturbed by the mushroom 
growth of Indian companies as much as by foreign competition; but 
whilst their strenuous efforts to protect national rights were thwarted 
by the Government, many clauses were included to provide complete 
protection to the policyholders. Nevertheless the legislators were able 
to include a section providing for retaliatory action against a foreign 
company, if the country of its origin imposed any special requirements 
on an Indian company operating in that country. These provisions 
applied to United Kingdom and other foreign countries. 

The reactions to the Act in its final form were varied. Earlier in the 
Assembly it was vehemently disputed, denounced and opposed by 
some, advocated, supported and cherished by others. One of the in- 
teresting comments upon the Assembly discussions was; “Sir Nripendra 
was quite right in treating them (legislators) as children. He knew 
their measurement. He knew that they understood insurance little 
and were too indolent and stupid to try to understand even a little. 
He knew further that some of them would get apoplexy, if he used the 
technical terms and phrases. He used class-room language and class- 
room manner in his debate.” The final Act was impetuously de- 
nounced by some as: “Born of ignorance and suspicion, this hybrid 
Anglo-Canadian monster has, inspite of the good intentions of its 
sponsors and the legislators, signally failed to fulfil the objects for 
which it has been enacted.” Others, however, gave it an enthusiastic 
welcome and found it a serious attempt to establish Indian insurance 
on a sound basis. Sir Chimanlal Setalvad felt that considerable 
powers were vested in the Government to be exercised by the Superin- 
tendent of Insurance. While he considered these powers as necessary 
he pointed that they should be so exercised avoiding unnecessary pin- 
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pricks to companies progressing normally. It was also his view that 
‘some of the provisions of the new Act have tended to increase the cost 
of management and to decrease the interest income while according 
no protection from competition by non-Indian companies’. AH said 
and done the Act marked culmination of two decades of strenuous 
national agitation. 

Departing from the principle of minimum control which was the 
basis of the U.K. Insurance Laws and maximum control provided by 
the Canadian and American Law's, the Act embraced the whole field 
of insurance and was the first comprehensive measure to control the 
business and direct its growth on sound lines. 

In the wake of this legislation and on its model several Indian 
States passed separate Insurance Acts. Ail this multiplicity of laws 
imposing restrictions on Indian companies domiciled outside the 
respective boundaries of the states severely interfered with the business 
of insurance companies having wide operations throughout the coun- 
try. For this reason insurance interests had been agitating for the re- 
laxation of these restrictive provisions on the basis of reciprocity 
among the different states and British India. They urged the Govern- 
ment of India to take initiative in this regard and, as a result of such 
initiative, Baroda slate was the first to take a lead in the desired 
direction. 

The younger and newly-started Indian companies faced a crisis 
at this juncture. Their problems were indeed very serious. Apart from 
the difficulties that they had to encounter in conducting their business 
in the face of stringent provisions of the Act, the first and foremost 
obligation which they were called upon to fulfil and on which de- 
pended their very existence was the question of statutory deposits. 
A large number of companies had not made these deposits in full. 
Their irregularities had been condoned for a long time but under the 
new dispensation there was hardly any possibility of perpetuation of 
this state of affairs. Many of the companies got amalgamated with 
others to come out of the above situation. Amalgamation or transfer 
of business had been recognised in countries all over the world where 
insurance had thrived, to be a very effective method not only in times 
of crisis but also for other important purposes. The process of amalga- 
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mation assumed such proportions that even the premier Indian 
company, the ‘Oriental’ passed a resolution amending the company’s 
Memorandum of Association with a view to give the company power 
to acquire life insurance business of other companies. With such 
amendment the Oriental was in a position to take over the business 
of such of the foreign companies which may have had to close their 
operations in India on account of the Insurance Act. 

Though the new Act was considered satisfactory there were a 
few voices raised, for the first time, for nationalisation of the industry. 
No less a person than Shri C. Rajagopalachari in the course of his 
message to one of the insurance journals from South advised : “Life 
Insurance organised on right lines can be one of the highest forms 
of co-operation and economisation of national resources. It cannot, 
however, be said that it has been properly organised in our country. 
It should be taken up as a national question and made into a state 
concern instead of being left to promoters of the companies and 
private interests.” 

The question of nationalisation of life insurance business in the 
country was also considered by the Sub-Committee on Insurance of 
the National Planning Committee set up in 1939. The National 
Planning Committee had accepted the principle that all public utilities 
and social services should be owned — or at least rigidly controlled — 
by the state in the interest of the community as a whole. The Sub- 
Committee felt that insurance “is also liable to abuse, while it remains 
a private enterprise, motivated, however remotely, by the desire for 
private profit.” But it did not recommend nationalisation and suggested 
strict control and regulation of insurance service. 

Problems of Provident Societies 

In 1938 when the new Insurance Act was passed there were 505 
Provident Societies operating in the country. That year marked 
another peak year for provident business. As a result of the Act and 
the world war that followed in the next year, a very large number of 
them went into liquidation and a question arose whether once more 
the ‘Swan Song’ of Provident insurers would be sung in India. Al- 
though the new Act resulted in a large number of Provident Societies 
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going out of circulation, it consolidated the position of those which 
remained. The sections of the Act dealing with provident insurance 
provided for a speedy exit for any society not upto the mark and 
unable to comply with its provisions. But companies that survived this 
endurance test were assured of unimpeded progress. The Act, however, 
presented certain problems for these societies also. The main grievance 
of the provident societies was about the investment clause requiring 
50% of the total assets to be invested in Government and Approved 
securities which they considered was extremely inequitous. The 
request for modification of this clause was quite modest. They wanted 
substitution of ‘total assets’ by ‘policy liabilities’, the percentage 
remaining the same. According to them in terms of policy liabilities 
the existing provisions stipulated almost 80% investment in low- 
interest yielding securities which no company could afford. Secondly, 
the maximum limit for which provident companies could issue a 
policy was fixed at Rs. 500 and the companies found it almost im- 
possible to write business in competition with the regular insurance 
companies, since many of the latter class were also issuing policies 
for Rs. 501 and over. 

Provident insurance in the real sense of the term took birth from 
the Insurance Act of 1938 and what existed earlier was some unsound 
scheme of death benefit societies. The growth of the new societies 
which really provided poor man’s insurance was restricted due to the 
provisions of the Insurance Act referred to above. Even then some 
were successfully and efficiently managed at the cost of personal 
sacrifices by their zealous promoters. Referring to the “Your Own 
Provident Society” whose Managing Director, Shri S. N. Kolhatkar, 
worked for more than two years without taking any remuneration, 
the Insurance Herald commented in 1944: “This spirit of self- 
sacrifice for building up an institution is indeed deserving of the 
highest praise and commendation.” At the time of nationalisation 
in 1956 there were 75 provident societies in the field which were in- 
tegrated in the Life Insurance Corporation. 

Superintendent of Insurance 

The new Insurance Act had created the post of Superintendent of 
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Insurance. The I.L.A.O.A. felt it imperative that for the growth of 
Indian insurance this post should be held by an Indian with live 
contacts with the insurance officials and the public and that the person 
to be appointed need not necessarily be an Actuary: “If he is one 
so much the better, otherwise he can be assisted in all technical mat- 
ters by qualified actuary working under him.” A separate department 
under the Superintendent of Insurance was set up. Its functions were 
to see that all insurers complied with the provisions of the Act and to 
publish annually the summary of returns of the companies. Unlike 
the Government Actuaries under the old Acts, the Superintendent of 
Insurance was granted executive powers. He could call for further 
information or could even order examination of the company’s books 
of accounts, registers or other documents. He was empowered to 
cause an investigation or valuation to be made at the expense of the 
insurer if it appeared to him that faulty bases had been adopted in 
valuation submitted to him. 

Mr. J. H. Thomas was appointed the first Superintendent of In- 
surance and he took charge of his duties at Simla by the middle of 
1938. It .was said of him that except for not being an Indian he pos- 
sessed all the qualifications that could be wished of any Superinten- 
dent. Besides being an actuary, he was also an experienced adminis- 
trator, connected as he had been with the Insurance Department of 
the British Board of Trade for a considerable period. The appointment 
of a non-Indian was, however, severely censured by the Congress and 
the nationalist group in the Central Assembly. The adjournment 
motion on this point failed narrowly. Mr. Thomas had, therefore, to 
tread delicate path. How tactfully he handled the situations is 
demonstrated by his remarks at the 4th Annual General Meeting of 
the Federation of Indian Insurance Companies. Referring to the 
Presidential address he observed: “If my countenance betrays an un- 
usual flush of colour at this moment, I think, I have adequate excuse 
in view of the generous remarks you have been good enough to make 
about me in my capacity as Dr. Jekyll. As Mr. Hyde, the Superinten- 
dent of Insurance, however, I feel that all my nefarious schemmgs and 
plottings have been laid bare and I have been run to earth at last 
and exposed as an interfering busybody.” Mr. Thomas continued as 


193 



the Superintendent till June 1943. When he came to India, the In- 
surance Act, 1938 had not yet come into force and the rules there- 
under had yet to be framed. During his tenure the Act was amended 
thrice in many respects. He had also to set up a fairly large organisa- 
tion of the office of the Superintendent of Insurance almost from 
nothing and initiate operations of the various sections of the Act in a 
variety ol cases. Everyone who was interested in the welfare of life 
insurance in India and who came in close touch with Thomas in one 
capacity or another in his work during a period of more than five years 
would not have failed to notice the large extent to which he shared 
that interest and tried his best to achieve the objectives of the Act with 
the least possible friction. The British Government recognised his 
services by awarding Mr. Thomas C.I.E. in 1943. After partition 
Thomas was appointed the first Superintendent of Insurance of 
Pakistan. 

During the regime of Mr. Thomas the first Insurance Advisory 
Committee was set up as required by the Act consisting of Govern- 
ment nominees as well as nominees of various bodies working in 
insurance field. The first committee comprised of Hon’ble Sir Rama- 
swamy Mudaliar, Commerce Member, Chairman, Mr. Thomas, 
Vice-Chairman, Sarvashri Byramjee Hormusjee (Zenith), I.L.A.O.A., 
N. J. Gor (Presidency), Provident Companies’ Association, M. N. 
Seth (Sterling) , Federation of Indian Insurance Companies, J. C. 
Setalvad (Vulcan), Indian Insurance Companies’ Association, Mr. J. 
F. Ormiston (North British) , Association of Life Offices in India and 
Calcutta Insurance Companies’ Association. The Government also 
nominated on the Advisory Committee Sarvashri M.Ct.M. Chidam- 
baram Chettiar (United India), N. K. Bhartiya (Free India), and S. C. 
Roy ( Aryasthan) . Shri C. S. Anantapadmanabhan , from the Superin- 
tendent’s Department was the Secretary. 

The Superintendent issued the Indian Insurance Year Book 
(Blue Book) regularly. It contained summaries of the returns of in- 
surance companies giving statistics and other information. The reports 
usually contained authoritative observations on the working of the 
industry and covered several topics of interest during the year apart 
from a general review of the activities. Some of the Superintendents 


l c )4 



used it as a powerful medium for educating the large number of 
medium and small-sized insurance companies. In the Year Book, 
1946, it was explained that whenever it was feared that an insurer was 
insolvent for whatever reason, the Department stepped in without 
waiting for the next formal statutory valuation with a view to ascertain- 
ing the correct position without loss of time and for taking remedial 
measures in the interests of the policyholders. In the Blue Book for 
the following year the Superintendent commenting upon the large 
number of complaints received in his office from policyholders against 
the insurers concerned stated : “A proportion of such complaints is 
based on insufficient reasons or misapprehension of facts . . . where 
puma facie case was made out, complaints were usually referred in 
the first instance to the insurers concerned. Most of the insurers co- 
operated in this matter by looking into the cases and sent replies which 
showed that the insurers in general realised the value of service to 
the policyholders by placing first things first.” The Superintendent 
however observed that “two or three insurers, senior ones at that, 
resented reference from this office and two or three others did not 
reply at all. This attitude of resentment or objection to such reference 
from this office does not reflect well on the administration policy of 
the insurers concerned and if persisted in, is likely to harm the pro- 
gress of insurance in the country.” 

Almost from the beginning there was a criticism that the Blue Book 
has been a delayed publication and in 1941 the ‘Insurance World’ 
commented : “The Book issued in 1941 containing the statistics of 
1938 cannot but be considered more suitable for historical research 
than for up-to-date information.” In his reports, however, the Superin- 
tendent w r ent on clarifying from year to year that the delay was due 
to non-receipt of returns in time by his office from the insurance 
companies. For some time the Blue Book published only as much in- 
formation as was available within the prescribed time limit giving 
lists of companies and societies which did not submit their returns in 
time. This method resulted in diminishing the usefulness of the publi- 
cation as a large number of returns got excluded. Almost every Blue 
Book gave an apology or clarification about the date of its publication. 
Even in 1953 the Year Book clarified the delayed publication in these 
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words : “It will be noticed that this year the Year Book has been 
published later than usual. This is due to the fact that the last date 
of receipt of Accounts and Valuation returns in the department for 
inclusion of their particulars in the Year Book was extended from the 
7th October to 30th November. Such a step was considered advisable 
as the number of returns excluded from the past issues of the Year 
Book was large, detracting from its usefulness as a statistical publica- 
tion.” 

The demand of insurance circles for the appointment of an Indian 
as Superintendent has been referred to earlier. There was a feeling of 
great satisfaction when, for the first time, the office of the Superinten- 
dent was occupied by an Indian, Shri L. S. Vaidyanathan. In later 
years there was a controversy about the qualification for this post. 
The Act of 1938 had laid down that the Superintendent must be a 
qualified Actuary. It was apprehended that this provision might result 
in exclusion of the claims of suitable Indians and import of a British 
executive for the job. As a result of local pressure a provision was made 
for appointment of non-Actuary as Superintendent and effect given to 
it when Shri M. A. Aziz Ansari was appointed the Superintendent. 

March of Postal Life 

As the Postal Life Insurance grew and posed a challenge to the in- 
surance companies, the scheme came in for a lot of hammering from 
interested quarters during the decade 1930-1940. At the second In- 
surance Conference it was stated by Dr. S. C. Ray : “There is a 
growing tendency on the part of the Government to bring the opera- 
tion of this department as competitors of the private enterprises. The 
Government Department enjoys naturally several advantages of its 
own and consequently it can offer allurements in excess of what can be 
given by ordinary insurance companies. I am not sure if expenses of 
this department are met entirely out of the revenue of Postal insurance; 
if not I believe the Government have no right to utilise people’s 
money for carrying on business for which there is practically no need.” 
No doubt, prior to the taking over the accounting of the P.L.I. organisa- 
tion by the P & T Department in 1951, there was no system of calculat- 
ing the expense ratio of the fund. Among the extra advantages en- 
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joyed by the P.L.I. were the free services of Government doctors, 
exemption from stamp duties and collection of premia free of cost. 
The private companies therefore considered the competition of the 
Postal Life as unfair and a resolution was passed at the above conference 
demanding abolition of the Postal Life Fund. As an example of unfair 
competition the strategy adopted by the New Zealand Government 
Insurance Department was quoted. It was cited that this Department 
reduced its premium rates in competition with private companies by 
transferring a large amount of public revenue to the insurance fund. 
The private companies in that country combined together to bring 
a suit in the High Court against the Government for using public 
revenues for the purpose of insurance business. Similar action was 
suggested against the British Government in connection with the Postal 
Life. It was added that the investigations conducted by Shri G. M. 
Keskar showed that neither in the matter of mortality experience, 
nor in speedier payment of claims, nor in the selection of risks, the 
working of the Fund can be said to be a model in any way. It was 
pointed out that in other countries the State Departments of Insurance 
did not usurp the functions of insurers but acted in a far different 
manner exercising vigilant control over the working of the insurance 
companies. The insurance agents too joined in the protest against the 
decision of the Government to raise the limit of postal insurance to 
Rs. 20,000 on a single life, as such extension was considered detrimental 
to their interests. Maybe, as a result of this agitation the P.L.I. business 
did not progress much till the fifties. Its annual business came down 
from Rs. 1.50 crores in 1930 to just Rs. 89 lakhs in 1938. 

The Government, however, went ahead with the scheme and 
extended the same to the members of the Defence Services in 1949. 
In 1952 the maximum limit of insurance was further raised to Rs. 30,000 
for civilians and this limit was also made applicable to Defence Person- 
nel recently in 1969. Industrial and work-charged employees in the 
P & T Department were brought under the scope of the scheme in 
1965. Further facilities were also offered to the policyholders. In 1949 
granting of loans was introduced and in 1951 the condition of ‘auto- 
matic paid-up’ was made applicable to the policies. Facilities for 
nomination were provided in 1956 and loan rules were liberalised in 
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1968. As a result the annual business stepped up to over Rs. 2 crores 
in 1951-52 and reached Rs. 4J crores mark in 1966-67. The business 
further progressed to Rs. 5.36 crores and Rs. 7.50 crores in the follow- 
ing two years and reached almost Rs. 9 crores in 1969-70. It was ob- 
served that under the centralised system of accounting the relation- 
ship between the management and its clientele was rather impersonal. 
To bring the organisation closer to its policyholders decentralisation 
was resorted to in 1955. All policies were serviced thereafter by the 
heads of P & T circles in which the policyholders were residing. 
When the life insurance business in the country was nationalised in 
1956, it was decided that the P.L.I. should not be merged with the 
L.I.C. as it was felt that an important amenity provided through the 
P.L.I. to the Government employees should be continued in the same 
form. 


198 



14 


DURING THE WAR YEARS 


The circumstances under which the Acts of 1912 and 1938 
were introduced had more than one similarity. Both enactments 
followed periods of about 6 years during which a number 
of companies sprang up due to the prevalent swadeshi spirit and 
several of which also went into liquidation. Again, in both instances, 
World Wars broke out after the legislation was given effect to creating 
fresh problems. The malpractices existing in the sphere of life insurance 
had been located, analysed and legal steps were taken to remedy 
the situation in 1938. The new Act had gone to the extent of taking 
cognizance of the prevalent practice of rebating. Human nature was 
such that for selling insurance the intrinsic reasons and advantages 
alone would not suffice but some immediate and more spectacular 
attraction was also needed. That was perhaps the reason why the evil 
of rebating took such an alarming proportion compelling the legisla- 
tors to make the practice illegal. A sort of overhauling was in view and 
it was expected that the post- Act period will be an era of comparatively 
sound business practices. The second World War, however, inter- 
rupted the normal course of development that might have followed in 
the wake of this new legislation; but even then there is no doubt that 
it put the life insurance business of this country on a healthy footing. 

The Government of India Gazette during the post-war years 
often included notifications issued by the Superintendent of Insurance 
cancelling the registration of insurance companies working inTndia. 
The Act thus started its pruning process weeding out companies 
deemed to be ill-equipped with resources required according to its 
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standard. Many of the new companies went into liquidation and several 
others were passing through a period of crisis aggravated by unsettled 
conditions due to war. On the resultant process of amalgamations the 
Superintendent observed in the Year Book 1940: “The answer that 
suggests itself is that the situation can best be met by an extensive 
process of amalgamations or transfers ... It is, however, to be regretted 
that the prospect of a strong company extending a helping hand to 
a weak concern is rarely seen. In most of the proposals the transactions 
consist of the aggregating of two or more concerns of doubtful stability 
and is often accompanied by features which afford little reason to 
anticipate that ultimate success will follow. . . ” 

Side by side with amalgamations, re-construction of companies 
also took place at great financial loss to the policyholders. The recon- 
struction of the ‘Asian Mutual’ provides an example. The scheme 
that was worked out had to be approved by its shareholders, policy- 
holders and creditors and then by the Calcutta High Court entailing 
considerable delay and a period of anxiety for the policyholders. 
Some of the existing policies were so altered that the sum assured was 
reduced to half its original amount. The premiums were to continue 
at the new rates. Other policies were converted to reduced paid-up 
policies for a sum equal to 50 % of the actual premiums paid. In the 
case of the ‘Unique’, the Superintendent of Insurance presented a 
petition for its winding up. In the meantime, a policyholder suggested 
a scheme of re-construction, including a reduction in the policy sums 
assured. The High Court granted time for consideration of such a 
scheme. Meantime new litigation started between the General Mana- 
ger and the company on the question of his suspension. Finally, on the 
representation by some policyholders, the High Court appointed a pro- 
visional liquidator. The scheme of re-construction was not sanctioned 
by the High Court and the last attempt to salvage the company failed. 
Considering that such cases were not stray instances, one can imagine 
the plight of such policyholders — their anxieties and sufferings! 

Against Heavy Odds 

The great War presented some problems to Indian insurance in the 
shape of a fall in new business, increase in expenses, and depreciation 
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in securities. The actual scene of the war remained far away from the 
country and to that extent the industry was not directly affected by 
adverse mortality. As regards other problems, the advice of Sir 
Purshotamdas Thakurdas, in 1940, is worth taking note of : “As well 
established and carefully managed life assurance company will always 
be able to meet its liabilities under its policies in full so long as law 
and order prevail no matter how the values and other forms of invest- 
ment may depreciate as a result of political or economic conditions .... 
conditions have since then radically altered for the worse and in view 
of the certainty of repercussions of the effects of the war on our busi- 
ness and certainty of heavy additional taxation we dare not at present 
take too optimistic a view of profit earning prospects in the immediate 
future and under such circumstances we shall have to anticipate a 
recommendation of rates of bonus rather less than those declared on 
the occasions of last valuations.” The Superintendent of Insurance 
also exhorted the companies to keep their expense ratios at much lower 
levels and warned that the interest rates were not likely to be high in 
the future. 

In the early stages of the War, trade and industry ebbed rapidly. 
The huge machinery of war supplies which later changed Indian 
economic life was slow in coming. The prices were lower than 
pre-war levels; normal trade stood still; businessmen sold away 
and hoarded gold and silver. The prices of precious metals rose 
in consequence and, at that stage, rupee and other smaller silver coins 
went underground, interfering with the normal demand for currency 
and forced the Government to re-introduce the paper currency of 
small denominations withdrawn after the first World War. Panicky 
conditions affected not only the stock market but the middle classes 
as well. Life insurance policies were surrendered in large numbers 
and loans were taken to the limit. Lapses were much more than sur- 
renders and policy loans. Thus the industry was left to fight internal 
panic in an effort to consolidate the gains it had made in the previ- 
ous decade. Insurancemen strove hard to maintain the working results 
during the early years of war. The organisation appealed to their 
workers for active contribution to war efforts and many of them came 
forward for blood donation. Two insurancemen were commissioned 
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in Indian Navy as honorary lieutenants. They were Mr. A. E. Allum 
of the ‘Empire of India’ and Shri Chimanbhai M. Pandya of the 
‘Central Mercantile’. 

Owing to war emergency several insurance companies from big 
cities removed their important documents, records, etc. to interior 
places. Some advocated that, taking advantage of the situation, the 
working of* the companies should be decentralised ceding more func- 
tions to the branch offices. The ‘Oriental’ took the lead and authorised 
its branches all over the country to advance loans up to a maximum 
of Rs. 500 without any reference to the head office. The companies 
also offered every possible relief to evacuee policyholders. 

The companies felt duty bound to adopt such measures as would 
safeguard the interests of their employees. The ‘Lakshmi’ took the 
lead and introduced suitable rules regarding War injury protection. 
The rationing of petrol during the War period caused special hard- 
ships to insurancemen and organised efforts were required to be made 
to get the difficulties solved. Insuring public made frequent enquiries 
as to whether the Indian companies were liable to pay claims arising 
from deaths among civil population by air raid or enemy action. The 
I.L.A.O.A. President issued a statement pointing out that the member 
companies will make payment of claims of this type. As regards the 
persons who had joined the A.R.P. service, the Association had al- 
ready advised member companies not to charge extra premiums for 
the important reason that they were engaged in national service. 

The new business in India during the early war years fluctuated as 
under — Rs. 46.6 crores in 1939; Rs. 36 . 1 crores in 1940; Rs. 39.5 
crores in 1941 and Rs. 42.9 crores in 1942. The year 1942 was a year 
of total war with all that it implied. Its effect had been as devastating 
upon the physical world as upon the economic. The occupation of 
Burma by the Japanese constituted a major disaster for India. From 
the economic point of view as well, the Indian insurers had to lose 
much volume of business coming from those quarters. However, the 
heroic fight put up by the Russians in the Caucasus appeared to have 
broken the back of the Axis powers. Things were thus definitely look- 
ing brighter for the Allies at the end of the year. Amidst all these con- 
ditions the industry had its full share of sufferings both internally and 
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externally. The price control attempted by the Government was a 
failure and the dearness allowance granted to the employees had 
proved hopelessly inadequate. The industry however tried to hold 
its head high in face of many odds. 

More Companies Every Year 

It was one of the main purposes of the Insurance Act, 1938 to restrict 
the hasty formation of new insurers with inadequate resources. In- 
spite of repeated warning by the Superintendent of Insurance against 
indiscriminate flotation of new companies, new concerns continued to 
be floated “in the belief that they possessed sufficient resources and 
capable management”. The Superintendent observed : “It is impos- 
sible not to admire enthusiasm shown by the management of these 
new concerns, but while some of them are striving, not without success, 
to establish themselves, it is regrettably true that others are being 
forced gradually to realise that for them it is a losing battle and that 
they have not given sufficient heed to the Year Book warnings.” Of 
four companies registered in 1939, only two continued in 1955. 

An event of the year was the commencement of life business by 
the ‘Ruby General’. The company was founded in 1936 by some lead- 
ing industrialists led by the House of Birlas with Shri B. M. Birla as 
Chairman. With a fund of goodwill and influential backing, its life 
business grew at a rapid rate and, within a short time, the company 
ranked as the second biggest composite insurance office in India. In 
the 1950, its annual new business was to the tune of Rs. o.\ crores. The 
Head Office of the company was situated at Calcutta and Shri J. P. 
Kanoria was its General Manager. The life business was transacted 
from principal life office at New Delhi under the guidance of its 
General Manager (Life), Shri P. R. Gupta. It had two Divisional 
Offices situated at Bombay and Singapore with Shri B. K. Setalvad 
and Shri N. M. Sen Gupta in-charge of the respective Divisions. The 
company had a number of foreign Branches and agencies including 
those at Amsterdam, Nairobi and Vancouver. 

Shri Bhimrao Keshavlal Setalvad joined Messrs. M. Kanji & 
Company in 1920, his father’s firm, as an apprentice. They were at 
that time General Agents for India for ‘Manufacturers’ Life’ of Canada 
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and Managing Agents of the ‘Universal Fire and General’. Besides, 
they also acted as Chief Agents of some other foreign companies. In 
1927, Bhimrao assumed full charge of the Life Department of the 
‘Manufacturers’ and went to its head office in Toronto for practical 
training and took Life Insurance Salesmanship Diploma of New York 
University in 1931. Returning to India in 1932 he took charge of the 
‘Universal*’ and was appointed its General Manager in 1935. Bhimrao 
joined the Ruby in 1939 and was appointed its General Manager at 
head office at Calcutta in 1954. He was a prominent figure in insurance 
circles and was a member and chairman of several bodies. He took 
an active interest at the time of passing of the Insurance Act in 1938 
as also Insurance Amendment Act 1951. He was a promoter of the 
New Zealand Insurance Company and Federation of Insurance 
Institutes. 

The Bengal Police Death Benefit Fund was originally started in the 
year 1926 to meet a growing demand for insurance protection amongst 
the subordinate police officers of Bengal. The first decade of the society 
passed uneventfully. With the passing of the Insurance Act, 1938, the 
society found it difficult to maintain its existence as a Benefit Fund. As 
there was a growing demand from the officers and men of the police 
department, the fund converted itself into a regular life office in 
1939. Shri B. B. Dotto was its principal officer and the only outsider 
in a departmental organisation. Under his care the Society yielded 
brilliant results. 

A number of offices were started in 1941 of which as many as eight 
continued working in 1955. The Dena Insurance Company was one 
of these. It was floated by the house of Devkaran Nanjee with the main 
object of carrying on all classes of insurance business. Seth Pranlal 
Devkaran Nanjee was its founder-Chairman. The management was 
entrusted to Shri Suresh K. Desai. The company earned a reputation 
for writing sound business at economic cost and, in 1952, it took over 
the life portfolio of the ‘Central Mercantile’ and the ‘Anand’. The 
‘Eastern Life’ was incorporated at Karachi in the same year by a 
versatile insurance executive, Shri I. J. Bhalla, the Managing Director. 
The company flourished but the partition of the country gave it a 
jolt and the head office was shifted to Bombay. 
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*943 

The year 1943 gave birth to many prominent insurers — ‘Jay Bharat’ 
at Bombay, ‘New Great’ at Baroda, Trithvi’ at Madras being pro- 
minent among them. 

Shri Mafatlal Gagalbhai, textile magnate, was the founder and 
first Chairman of the Jaybharat’. From its inception the company 
made steady progress. Its new business in 1954 was to the tune of 
Rs. 1 . 24 crores. Shri Navin Chandra Mafatlal succeeded his father 
as Chairman and Shri R. C. Parikh was the General Manager. 

The flotation of the ‘New Great’ was a result of thorough planning 
by three well-known business houses of Bombay — Kilachands, Wal- 
chands and Khataus. Soon after its incorporation, the company 
secured the services of Shri M. G. Mody, associated with the ‘Great 
American’ group of insurers. Expanding progressively, the company 
set up a network of branches not only in India but abroad too, includ- 
ing offices at London and Nairobi. The 1954 business of the ‘New 
Great’ had exceeded Rs. 1 crore. 

The Prithvi Insurance Company was established with Shri N. 
Gopalaswami Iyengar as Chairman and Shri S. Parthasarathi, son of 
Shri S. Srinivasa Iyengar, veteran lawyer and Congress leader, as its 
Managing Director to transact all classes of insurance business. During 
the initial years its activities were confined mainly to the southern 
states. Even though it entered the field late, it was able to come to 
the rescue of older established companies with its schemes for amal- 
gamation as in the case of the ‘Indo-Union’. Later, the ‘Asiatic Govern- 
ment Security’ of Mysore became its subsidiary. It was this company 
which had also introduced new ideas. It was one of the first insurers to 
introduce non-medical schemes of assurances for general public. The 
Prithvi used to have annual conventions of agents, field staff and the 
administrative employees. The conventions were held in idyllic sur- 
roundings when all the participants, irrespective of their status, led a 
camp life for three or four days. The company also introduced a 
scheme of constructing houses and selling them to the policyholders on 
the security of life insurance policies. Important among the other new 
ideas introduced by the company was a scheme under which the policy- 
holders and employees and their families were given free treatment 
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for Tuberculosis. For this benefit, arrangements had been made for 
free beds in two Sanatoria. 

In 1955 the company re-organised itself. The non-life business 
was left to its subsidiary the ‘Asiatic’ and the ‘Prithvi’ confined its 
activities only to life business. This was the only proprietory company 
to convert itself into a mutual company under the provisions of the 
Insurance Act. In 1954 the Prithvi completed a handsome new business 
ofRs. 1 .31 crores. Shri T. S. Swaminathan the General Manager was 
assisted by Sarvashri S. Rangarajan, Actuary, V. Gopalan, and G. S. 
Kalyanasundaram, Managers and Shri H. Ramachandran, Secretary. 

The All India General emerged at Bombay in 1944 with Shri Ram- 
deo Podar as Chairman and became the first office to write over 
Rs. 1 crore of new business in the very first year of inception. Under 
the capable management of Shri S. B. Cardmaster, who brought his 
long experience to bear upon the new institution, the All India 
General built up an extensive organisation. 

The ‘Sterling General’ was started in Delhi as a General insurer 
and took over the life business of the Sterling Life in 1944. The British 
India General, one of the largest general insurance offices in India, 
similarly entered the field of life insurance when it took over the 
management of the ‘Zenith’ in 1943. After transferring its existing 
business as at December 31, 1942 to theB.I.G., the Zenith itself started 
issuing new policies from 1943. 

Amongst the Provident Societies that came up during this period 
the ‘New Karnataka’ was established at Udipi in 1940 by Shri K. S. 
Rao, founder- Director. In 1954, the head office of. the society was 
shifted to Mangalore. The ‘United India’ Provident was started in 
1943 as a subsidiary of the ‘United India Life’. These companies 
came in spite of the controversy that raged as to whether there was 
a room for new additions. It was claimed that since the per capita 
insurance carried by the population in India was very small as 
compared to many other countries of the world, there was scope 
for several more companies. On the other hand, it was pointed out 
that the economic condition of the population was also very poor 
and, unless there was considerable improvement in that respect, no 
more increase in the total volume of business was possible. The Blue 
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Book 1 944 stated : “That there is going to be both agricultural and 
industrial renaissance in. this country in the post- War period is evident 
from all indications now, but to anticipate that and float new insur- 
ance companies, when, there are several already of the uneconomic 
type, would be analogous to bringing into being infants first before 
providing for them the wherewithals which would enable them to 
live and grow.” These comments from Shri V aidyanathan, who was 
then Superintendent of insurance, were almost prophetic as only a 
few companies came up in 1945 an d in the post-War period, the 
growth had almost ceased inasmuch as only two offices were 
formed. 

The year 1 943 also marked the beginning of a period of steady and 
progressive increase in the volume of life insurance business transacted 
in the country Rs. 62.94 crores in 1943, a big leap forward, indeed; 
Rs. 95.20 crores in 1944 and Rs. 122.78 crores in 1945, the first time 
when the Indian insurers crossed the loo-crore mark. Lack of alter- 
native avenues for investment and a rapid elimination of unemploy- 
ment, besides inflation, contributed to this steep rise in business. To 
these were added the large profits earned by the industries and by 
those engaged in business activities associated with the war and the 
increase in salaries of employees. It is a heartening fact that even the 
holocaust of a war prompts people to discover new ideas for the ad- 
vancement of human happiness and dignity and prompts both the 
individual and the State to take action for achieving collective happi- 
ness and security. Life insurance being directly concerned through 
economic freedom, with happiness, dignity and security, as applied to 
individuals, its expansion naturally acquired momentum in the post- 
War period. Sounding a note of warning against complacency con- 
sequent upon increased business, the Blue Book 1944 stated : “The 
very conditions created by war which were responsible for the large 
increase in the volume of new business transacted for also helped to 
keep lapses and surrenders low and the insurers cannot afford to as- 
sume that lapses, particularly early lapses, have ceased to be a serious 
problem and they should make a special effort to keep them in check. 
It is not very unlikely that as soon as the present boom subsides a more 
than ordinary percentage of the excess business secured during the 
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periods of inflation may lapse. Insurers will be well advised 
to search for this and take suitable measures to conserve their 
business.” 

During the First World War there was a sharp fall in the volume of 
new life business. One of the reasons could be the Government’s 
method of financing the War which, as contrasted with the policy 
adopted for the Second World War, was to raise money to a greater 
extent by floating loans at progressively higher rates of interest than 
by taxation. The effect was that money, which would otherwise have 
been utilised to effect life insurance, was invested in Government loans. 
For the first time in her history, India emerged out of the Second 
W or Id War as a creditor country. As a result, a significant part of her 
national income, which was formerly being used to pay interest, was 
made available for nation-building activities. Such activities naturally 
resulted in the uplifting of the economic status of the nation as a whole 
and particularly of the lower middle classes by providing ample em- 
ployment and rise in standard of living, which was conducive for a 
large scale expansion of life insurance business. 

Another Aspect 

The cheap money policy was pursued with great vigour by the Govern- 
ment since the outbreak of the Second World War. Worldwide poli- 
tical and economic conditions had exerted their influence in such a 
way that the Governments, on the whole being debtors, favoured low 
rates of interest. It was true that such rates w'ould have saved the 
country large sums on its borrowing and helped schemes of re-construc- 
tion. However, the pursuit of this policy resulted in forcing the prices 
up and value of money went down. Though this policy was considered 
good for the nation as a whole, it adversely affected the industry due 
to co-existence of a low rate of interest with high rates of taxes. From 
the point of view of life insurance business where the yield on funds 
played an important part, the fall in interest rates necessitated assump- 
tion of reduced rates in calculating valuation reserves, making a great 
demand on the reserves of the companies. Under such circumstances 
either higher rates of premium had to be charged or bonuses to policy- 
holders were to be reduced, the cushion of bonus-loading being 
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practically eliminated. 

Another unfavourable effect of the War on insurance was the in- 
crease in administrative expenditure on account of high salaries and 
dearness allowances to staff, increase in cost of stationery and office 
equipment and travelling expenses, etc. Because of the growing com- 
petition the companies also indulged in lavish expenditure for securing 
business, in the shape of high commission rates, extensive '‘advertising, 
etc. The shareholders also sought to participate in the profits on a 
larger scale. The craze for declaration of dividends on capital led to 
unsound practices being adopted. An insurer who declared dividend 
at a fairly high rate did not even provide for outstanding claims at 
the end of the year. Had it been done, the insurer would have been 
found insolvent. Such a loophole was plugged when the Insurance Act 
was amended in early 1944. 

These factors compelled the insurers to review the entire position. 
Life offices felt the need for limiting bonuses and as early as 1940 a 
leading office declared a lower rate. The Hindusthan Co-operative 
was declaring the highest bonus at the rate of Rs. 2 1 per thousand 
sum assured per year on Endowment policies for a decade or so. 
Earlier, in 1937, Nalini Ranjan Sarkar sounded a note of warning : 
“Interest rate on Government securities has shrunk to such an extent 
that investment in these alone is sometimes not enough to earn for 
an insurance company even the minimum interest on which premium 
rates are based, not to mention the surpluses for bonus declaration. . . . 
I am sure all of us appreciate the implications of this problem but it is 
a question of who will first face the odium of lowering bonus rate? In 
my opinion a lead should come from well-established companies that 
have built large reserves and can afford comparatively stringent valua- 
tions.” And the Hindusthan Co-operative took the bold step ofbring- 
ing down the bonus rate to Rs. 18 for Endowment Assurances, though 
it could not reduce it to Rs. 16 as suggested by the Ad Hoc committee 
of the I.L.A.O.A. Other prominent companies like ‘Oriental’, ‘Bom- 
bay Life’, ‘United India’ also reduced their bonus rates and many 
other companies followed suit. 

Another course adopted was to review the premium rates. As early 
as in 1 944 the Superintendent of Insurance had advised the insurers 
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to give serious thought to revision of their premium rates in consonance 
with then prevailing low market rates of interest. Explaining the im- 
portance of correct premiums being charged, he observed : “An ordi- 
nary trader who manufactures the article first and sells it later would 
hardly need any advice that he should not sell below cost if he is anxi- 
ous that his business should be kept going. In insurance business, more 
so in life insurance business, however, the process is reversed, for the 
commodity traded in is sold first and the cost incurred later, so that it 
becomes necessary to strike this note of warning that it would be un- 
wise to sell at a low price taking a very optimistic view of the cost of 
production. When the policy is effected the life office makes a sale and 
the premium is the sale-price, whereas the cost is to be incurred in the 
future and will be determined by future experience of the company as 
regards interest, mortality and expenses.” 

In 1946 he made a review of 216 insurers regarding general revi- 
sion of their principal tables. Of the 1 8 1 who replied, 112 or nearly 
50 % of those reviewed, had made a more or less recent revision of their 
premium rates. There was also a suggestion that the total expenses of 
management of a company in the first and subsequent years should be 
limited. The Select Committee appointed for the purpose of going 
into the details of the new Insurance Amending Bill contemplated 
fixing limits for the overall expense ratio of the insurers. 

Some of the smaller companies approached the Government for 
permission for issue of fresh capital for new or existing enterprise; but 
the Superintendent of Insurance could not recommend the same. He 
stated : “The fact that the requirements regarding deposits have been 
completed does not uphold any guarantee that the affairs of the in- 
surer will be well-managed many applications for additional 

capital are received from insurers whose life business has shown a 
deficiency the object for issuing fresh capital being in most cases to 
start a fresh class of business based mainly in the hope that the profits 
of the new class will extinguish the existing deficiency in the life 

fund No life insurance company in deficiency can contemplate 

embarking on other classes of insurance business without giving care- 
ful consideration as to how best it could safeguard the interests of its 
life policy-holders.” 
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Other Features 

The number of life offices was 200 in 1938 which began to decline 
subsequently but later recovery brought the figure to 198 in 1945. The 
average size of life offices also increased. The average new business for 
each office m 1945 was Rs. 62 lakhs as against Rs. 23.2 lakhs in 1938. 
Another healthy sign was the increase in the average sum assured of 
new policies issued by Indian offices. This was only Rs. 1,^73 in 1939 
but rose to Rs. 2,128 in 1945. The rate of interest earned by the Indian 
life offices steadily declined from 4.68% in 1939 to 3.48% by 1945. 
The tendency of new life offices to concentrate in Bombay and Cal- 
cutta became more pronounced during this period. Largest number 
of new companies were started in Bombay followed by Calcutta and 
Delhi. Madras was left far behind in this race. However, the location of 
head office of an insurer was losing its significance because of the spread 
of insurance business and the all-India character assumed, not only 
by the prominent companies but even by medium sized companies. 
No insurance company aiming to enlarge its activity could satisfy 
itself by operating locally and it had to establish branches or other 
units of field organisation in various regions in the country. 

The year 1945 was a year of success for Indian life offices. In the 
previous year the total new life business in India of Indian and non- 
Indian insurers together was above Rs. 100 crores but, in 1945, the 
Indian insurers alone, for the first time, wrote a total new business 
exceeding a thousand million rupees. The year 1946 proved to be 
the peak year for the new business for Indian insurers as this total 
touched Rs. 131.4 crores. The Oriental was the leading company all 
along and it crossed Rs. 25 crores of new business in 1945. In the same 
year the ‘Hindusthan Co-operative’ completed Rs. 12 crores and 
maintained its second position. The ‘New India’ had, however, se- 
cured an edge over the other companies and climbed up to the third 
position by completing Rs. 8 crores. The other companies to produce 
more than Rs. 4 crores in the year 1945 were ‘Bombay Mutual’ 
(Rs. 6.25 crores) ; ‘National’ (Rs. 5.50 crores) and ‘Bharat’ (Rs. 4 
crores) and ‘United India’ and ‘Lakshmi’ followed closely with 
Rs. 3 . 80 crores and Rs. 3 . 75 crores respectively. 

The Provident societies, however, did not fare quite well during 
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the war years. There were numerous societies with less than ioo poli- 
cies in their books and quite a large number with less than i ooo policies. 
Many of these societies, even after functioning for a period of i o years 
or more, had apparently failed to secure the confidence of the public. 
On the other hand, those which were doing well claimed to fulfil the 
objective of social insurance and wanted to offer health insurance, 
maternity a'nd such other benefits. They pointed out that this type of 
business was carried on by friendly societies in Great Britain and such 
societies were usually encouraged and helped in all ways by their 
respective Governments. A demand was made in the post-indepen- 
dence period that not only the provident societies should be exempted 
from income-tax but they should also be subsidised enabling them to 
play a leading role in the plans of the Government for social security. 

Decline of Foreign Influence 

In 1938 the foreign insurers secured a new business of Rs. 8.40 crores 
whereas their share of the boom in 1945 was to the tune of Rs. 12.60 
crores. Though there was an increase in the sum assured, the percent- 
age of their business to the total business in the country fell from 16.2 
to 9.3. The number of policies secured by them also came down from 
36,000 to 22,000 indicating a sharp rise in the average sum assured per 
policy. This also meant that they could attract a very small group 
which was financially better off. During the war years, though the 
average sum assured per policy of the Indian insurers also went up, 
though not to the same extent as foreign companies, the cream of 
life business of high class lives with a low rate of mortality, acquired 
and maintained at a low expense ratio, still went to non-Indian com- 
panies. The foreign life offices found it increasingly difficult to with- 
stand the competition of Indian life offices who had now come into 
their own. Besides, the general public opinion had developed so much 
against the foreign companies that the feeling was utilised for unfair 
competition. Sometimes the criticism was unfounded. For instance, 
there was a campaign launched against the ‘Empire of India’ alleging 
that the - company was a non-Indian company in the guise of a national 
concern. The company had then to announce that, out of the 5,000 
shares of the ‘Empire 1 , only 1,766 were in the possession of Europeans 
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and the remaining shares amounting to two-thirds of the total were 
controlled by Indians and, of the six directors of the company, 
only one was European. The management of the company did not 
indicate foreign control as several other Indian insurers also had 
European managers. 

In spite of the decreasing share of business the foreign insurers 
were still hopeful of exploiting the Indian field. The T&licyholder’ 
of London, in its issue of November i, 1944, commented : “The field 
in life insurance in the immense Empire of India has never been 
completely explored. It is a field which will repay the right sort of 
study. India is not yet a nation as we in Britain generally understand 
nationhood. India is a compact of nations. Forget this fact, and 
blunder follows.” 

The efforts to dislodge the non-Indian insurers by Indian life 
offices continued in the post-war period also. Their share in the total 
new business in 1955 was only 7%. Out of 105 foreign companies 
operating in India in 1955 only 15 transacted life business either alone 
or with other class of business. 

Changing Pattern 

For many years the Managing Agency system had been an integral 
part of Indian trade and industry. A firm of Managing Agents, usually 
a single person or an association of a few individuals either in partner- 
ship or with limited liability, controlled, directed and financed a 
group- of several public companies who were generally financially 
interdependent among themselves and looked up to the controlling 
firm for their requirements of credit and finance. The prohibition of 
administration of insurance companies by managing agents and the 
limitation of commission to licensed agents imposed by the Insurance 
Act, 1938 were expected to reduce substantially the management ex- 
penses of insurers. The contemplated objectives were not, however, 
achieved owing to the fact that managing agents made a backdoor 
entry as managers or managing directors. The entry of such financiers 
in this field created several problems for the industry which wCre ably 
summed up by Shri A. D. Shroff, Chairman of the New India. Accord- 
ing to him, they fell broadly into two categories — 1) Malpractices that 
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had crept into the management of insurance companies, especially 
during the past few years, such as acquisition of insurance companies 
by financiers and use of the life insurance funds to serve other enter- 
prises in which the financier was interested or for speculation; payment 
of large emoluments to nominees of the controlling interests and inter- 
locking of funds jbetween banks and insurance companies; 2) Factors 
which had operated for many years towards the disruption of Indian 
insurance such as excessive costs, rebating and unsatisfactory standards 
of management of business. This was not much different from the 
position that obtained in the U.S.A. nearly half-a-century earlier 
which was described by Kirshman in a nutshell as under : 

“The Armstrong investigation of 1905 revealed negligence of 
management of many of the large companies. It also found a financial 
alliance with banks which used insurance funds in large amounts for 
their own purpose. Insurance companies had acted as participants in 
financial syndicates, thus diverting attention from the business of 
insurance. Moreover, financial extravagance had become widespread. 
Commissions and salaries were excessive and large sums were spent in 
legislative lobbying. Remedial measures (too extreme in some 
instances) for almost all of these abuses were speedily enacted. Stocks 
were excluded from investments for insurance funds in the future and 
those then held were to be disposed of.” 

In those days it often happened that directors of insurance com- 
panies were also interested in industrial concerns and were often 
tempted to allow the insurance funds under their control to be used 
for furthering the interests of such industrial enterprises. Interlocking 
of bank and insurance finance increased concentration of economic 
power. The investment of insurance funds in feeble sister concerns be- 
came a common feature of the period. Many of the new insurance 
companies paid the remuneration of top executives on commission 
basis and even if it was as low as 5% and looked trivial, it actually 
amounted to lakhs of rupees when the companies expanded and grew 
rich. The matter was raised in the Central Assembly by Mr. Chapman 
Mortimer. He referred to an advertisement to purchase insurance 
companies. Reports were received that shares of some of the big in- 
surance companies had changed hands at high prices. It was alleged 
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SIR COWASJEE JEHANGIR 


that the main object of such individuals in acquiring control of these 
companies was to take possession of the large reserves built up by 
years of prudent management. Section 27 of the Insurance Act, 1938 
had placed restrictions on the investment of funds of insurance 
companies which attracted severe criticism in insurance circles.. But, 
at this stage, the critics thanked the Government for its consistent 
refusal to amend the section when they saw that the funds were used 
to promote unsound and speculative activities. When the abuses 
threatened to disrupt the financial structure of the companies and 
their business operations, particularly because of their alliance with 
banks, the Government intervened and decided to set up a Committee 
to enquire into undesirable features in the management of insurance 
companies in India and to recommend measures that could be taken 
to check the evil. The Committee consisted of Sir Cowasjee Jehangir, 
Chairman, Sarvashri Wajahat Hussain, K. R. P. Shroff, J. K. Mitter, 
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Sir Alan Lloyd, Sir George Morton, as members and Shri L, S. 
Vaidyanathan as the Secretary. 

The investigations of this Committee revealed an alarming situa- 
tion. The Committee, therefore, suggested strong measures of State 
control which some felt, carried forward the principle to extreme limits. 
The main recommendations of the Committee related to the transfer 
and acquisition of shares, capital structure and voting rights, changes 
in the directorates and restrictions on investments in non-insurance 
business, based on the model of Canadian Law. It also provided 
that no two companies doing life insurance business should have a 
common director and recommended that an insurer should not carry 
on any business other than insurance business. The Act had already 
given certain powers to the Department of Insurance and accordingly 
several investigations into companies’ affairs had been instituted. The 
Blue Book, 19^7 stated that in two cases actions against certain offi- 
cials of the companies concerned resulted in their conviction. The 
report of the Cowasjee Jehangir Committee and the continuance of 
the several malpractices resulted in due course in passing of a drastic 
insurance legislation. 

Post-War Developments 

Many Indian insurers were carrying on business activities on a large 
scale in Burma. The Burma Government, however, decided not to 
allow individual insurance companies to return to Burma to resume 
operations for some time though the hostilities had ceased. During the 
interval a composite unit representing all the insurers who had deal- 
ings with Burma on the eve of Japanese occupation alone was per- 
mitted to operate. The Indian life offices had a very large number of 
policies on the lives of people in Burma with whom they had lost 
touch due to enemy occupation. The I.L.A.O.A., therefore, made 
efforts to secure permission for Indian companies to re-enter Burma. 

Indian Insurers faced another problem when the Government took 
recourse to a swift and drastic action in promulgation of the Demone- 
tization Ordinance which created an uncertainty in money market. 
Indian insurance stood at the cross-roads and faced the internal 
and external complications. The constitutional changes that followed 
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resulted in slackening the pace of progress of Indian Insurance. The 
Cabinet Mission prescribed that the Central Government would deal 
with only foreign affairs, Defence and Communications. Other sub- 
jects came within the purview of the provinces and insurance was 
threatened with the loss of its all India character. The new Insurance 
Amendment Bill remained pending before the Legislative Assembly 
due to the uncertain political situation. A Sub-Commitfte was con- 
stituted by the Insurance Advisory Committee in September 1944 to 
consider all the insurance problems relating to post-War India. The 
Committee was composed of prominent insurance personalities like 
Sarvashri L. S. V aidyanathan, Chairman, M. A. Aziz Ansari, Ashu- 
tosh Banerjee, K. C. Desai, T. C. Kapur, S. C. Mazumdar, K. M. 
Naik, N. V. Nayudu, J. C. Setalvad and Mr. T. M. Sturgess. Shri A. 
Rajagopalan was the secretary. The Committee urged concerted 
measures to acquaint the public with the benefits of insurance. Its 
another suggestion was amalgamation of small provident societies 
and companies showing high expense ratio with some stronger units. 

While the atmosphere of uncertainty thus prevailed there were a 
few major changes in the personnel of some of the leading companies. 
The ‘Oriental’ appointed Shri Dahyabhai Patel, son of Sardar V allabh- 
bhai, as its Agency Manager. He had joined Oriental as an apprentice 
some 20 years earlier and had risen by hard work to the positions of 
Inspector, Superintendent of Agents and Deputy Agency Manager. 
He took an active part in public activities and was a member of 
the Bombay Municipal Corporation since 1939. The direction of 
business and affairs of the ‘Empire of India’ passed into the hands of 
Shri Ram Ratan Gupta early in 1946. His younger brother, Shri Ram 
Gopal Gupta was vested with the Managing Directorship and Shri 
Roshan Lai assisted him as the General Manager. Shri Byramjee 
Hormusjee joined the company as Manager and Shri D. D. Markan 
as Actuary. The company celebrated its Golden Jubilee in 1947. 
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15 


FRUITS OF FREEDOM 


The year 1 945 was politically a momentous one. The Congress leaders 
were released and attempts were renewed for political compromise. 
Labour Government came to power in Britain and raised the 
political hopes in India. A Cabinet Mission was deputed which pro- 
posed a long range settlement and an all-party Constituent Assembly. 
Even as these negotiations with Indian leaders proceeded, large scale 
communal riots broke out, first in Calcutta and then in Noakhali. 
Retaliation ensued in Bihar and under such volcanic conditions in- 
terim Government was sworn in with Pandit Jawaharla! Nehru as the 
leader of the Cabinet. Even though the Muslim League entered the 
Cabinet soon afterwards the communal disturbances remained un- 
abated. In the meantime the clamour for Pakistan became insistent and 
passions went high. An unprecedented communal holocaust sent whole 
of Punjab in flames. Amidst this turbulent situation Mountbatten of 
Burma replaced Lord Wavell as Viceroy and a deadline was declared 
for transfer of power to India. A suggestion was made for partition of 
the Punjab and Bengal which ultimately resulted in the vivisection of 
the subcontinent into two independent nations. The process of partition 
was completed with incredible speed and the swift passage of the Indian 
Independence Act marked the end of British domination of 150 years. 
At the midnight of August 15, 1947, India emerged as an indepen- 
dent nation. 

The' insurance industry had its own share of these turbulent times. 
The first half of 1 946 was quite a brisk period and almost every office 
maintained the progressive trend and in fact did proportionately better 
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than the previous year. The establishment of interim Government 
raised great hopes for the future when suddenly the country passed 
into a state of anxiety following the great Calcutta killing and Bombay 
riots. At many places business almost came to a standstill and the 
tension appeared to be mounting. All the same the industry completed 
in that year a business of Rs. 140.9 crores surpassing the record busi- 
ness of 1945, but this was the best it was destined to do for thereafter 
right upto 1953, the business never touched the peak again. 

Ever optimistic, the insurancemen did not lose faith even in the 
face of the most critical position in the following year. They asserted 
that communalism had no place in insurance and believed that in 
spite of division of the country it would take a long time for a Hindu 
living in the Western Punjab or a Muslim living in West Bengal to 
think or feel that he lived in an alien country. Therefore, to raise an 
artificial trade barrier in such a vital industry was considered short 
sighted and irrational. Many insurance commentators cherished the 
hope that the creation of two dominions did not preclude the possi- 
bility of smooth working of insurance companies of one dominion in 
the other and at the official level efforts were being made in that 
direction. The Governor-General-in-Council directed that each 
Government shall assume responsibility in regard to the postal insu- 
rance policies of all policyholders who elected to serve that particular 
Government. Despite the catastrophic events in the north, it was, 
therefore, hoped that there would not be any appreciable decline in 
the business and it was really creditable for the workers of the industry 
that in 1947 and 1948 they completed business of Rs. 126.5 crores 
and Rs. 12 1.7 crores respectively. The business of the non-Indian 
insurers was affected to a lesser extent. 

Price of Freedom 

Freedom was thus won but it was heavily paid for by the partition of 
the country coupled with plunder and bloodshed. The tragedy reached 
its climax with the assassination of the Father of the ‘Nation, Mahatma 
Gandhi. Due to political upheavals the economic conditions also 
deteriorated. The vivisection of the country blighted insurance busi- 
ness too. There were about 150 branches of insurers in Pakistan and 
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they found themselves in the most trying situation. Although most of 
the companies had moved their registered offices to Eastern Punjab or 
other parts of India before the 15th August, 1947, none of them had 
made any arrangement to shift office records and equipment includ- 
ing Adrema and Hollerith Machines which were necessary for proper 
functioning of the companies. The fact that a standstill agreement 
had been entered into between the Governments of India and Pakistan 
led them to believe that either it might not be necessary to move these 
records at all or there would be ample opportunity to remove them 
after making adequate arrangement. Later events, however, made it 
impossible for any member of the staff who was a non-muslim to re- 
main in that area and the records, machinery and other equipment, 
etc. remained practically unprotected. The ‘Bharat’ tried to remove 
its record, with the sanction of the police, but had a very unfortunate 
experience. The* secretary was grievously wounded and three or four 
of the staff members were stabbed to death. Shri Santanam took the 
lead in organising the offices who were thus affected into a common 
forum and an “Evacuee Insurance Companies’ Association” was 
formed with Santanam as Chairman and B. K. Nandchaha! as Secre- 
tary. A memorandum was submitted by them to the Prime Minister 
Pandit Nehru urging that the companies should be allowed to send 
representatives to Pakistan for the survey of assessment of their claims 
arising out of disturbances. It was mentioned by the ‘Sterling General’ 
that at the time of partition the company was flooded with claims, 
wiping off half of its capital and it narrowly escaped bankruptcy. The 
policyholders and claimants had to face very grim situation. The 
beneficiaries of the murdered persons could not put forward any proof 
of death whatsoever as the deaths had occurred in several ways; train 
slaughters, attacks en route on persons coming by foot, refugees carried 
away by the floods of Sutlej near Ferozepore. There was no cremation, 
no performance of last rites, no entry in the registers; in many cases 
the eye-witnesses also did not live to tell the tale. The Indian insurance 
companies, however, again accepted the challenge and did their best 
under the circumstances to fulfil their commitments. 

By the end of 1947 Inter-Dominion Agreement on insurance was 
entered into between India and Pakistan. There was some misunder- 
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standing about its interpretation. According to the same, 15% of 
the Statutory deposits with the Reserve Bank of India made by the 
companies having head offices in Pakistan but evacuating from that 
dominion were to be deemed as held on account of the policyholders 
resident in Pakistan. The official opinion in Pakistan, however, seemed 
to be that this requirement was applicable to all companies withdraw- 
ing from Pakistan and not merely for those which had fiead offices 
in Pakistan. In March 1948 all insurance companies in India assembled 
in Calcutta for finding ways and means of solving such problems and 
to decide whether or not to transact business in Pakistan. They finally 
decided to sever connections in Pakistan in such an atmosphere. As a 
result of further negotiations between the two Governments at a 
conference held at Karachi certain concessions sought by Indian 
insurance companies were gained and the Indian insurers were re- 
considering their earlier decision when there was a devaluation of the 
Indian Rupee. The Pakistan Government did not follow suit and there 
were apprehensions that the Pakistani authorities might insist on the 
payment of claims etc. in their rupee currency, which was 40 % higher 
than the Indian Rupee currency. The Indian insurance companies had, 
at this stage, over 2 lakhs of policyholders in Pakistan with sum assured 
to the tune of Rs. 30 crores and 90 % of their policyholders in Pakistan 
were Hindus and 5% Muslims. They also had large investments in 
municipal loans, buildings, mortgages, etc. in Pakistan territory. 

The same state of affairs continued to drag on and in 1 950, there 
were fresh riots in East Bengal which involved heavy killing of middle 
class population resulting into heavy claims. No satisfactory evidence 
of death was forthcoming in many cases and in several others it was 
difficult to trace the heirs as entire families had been wiped out. 
Some of the officers of the Indian companies operating in Pakistan 
were murdered. A branch manager of a company while coming 
to India by Air was done to death at the airport. As a result of such a 
situation the continuance of the offices in Pakistan became almost 
impossible. In Burma, too, Indian insurance companies had cause 
for considerable anxiety in view of the Exchange Control restrictions 
introduced by the Government there. The control excluded the 
transfer of interest earned or rent collected by the Burma Branch 
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Offices of Indian companies to India. This step was different from 
the one taken by the Government of India which had required the 
branches of foreign offices in India to apply to the Reserve Bank of 
India for permission for such transfer. 

Internally, the Nizam Government further aggravated the diffi- 
culties of the insurance companies by denying them facilities offered 
by other slates like Baroda and Mysore. The Nizam Government 
did not consider Indian Government securities to be approved 
securities within the meaning of the State Act. This difficulty was, 
however, removed soon with the success of the effective police action 
taken by the Government of India in Hyderabad. 

Insurance Amendment Act 

Following the Cowasjee Jehangir Committee report, a bill was in- 
troduced in April 1946 providing for adequate control on expenses, 
capital structure, voting rights, excessive remuneration, part-time and 
common executives and various other matters. These measures were 
designed to direct insurance operations on healthier lines. A select 
committee submitted its report on the bill in March 1947; but due 
to the political developments in that year, the Assembly could not 
take up this bill. On account of certain inherent defects in the original 
Act and the rules, they were amended several times; but, still, there 
were a few glaring deficiencies in them. The recommendations of the 
select committee, it appears, were not considered adequate and they 
were also not acceptable to the various interests. Then came 
Independence and with it, an entirely new situation arose necessi- 
tating reorientation of the outlook. The Government was anxious 
to serve the real interests of the industry. So an informal committee 
composed of men who were authorities in their field was appointed 
to review the position. It consisted of Sarvashri S. Ranganathan, 
Secretary, Ministry of Commerce, M. A. Ansari, Superintendent of 
Insurance, L. S. Vaidyanathan (Oriental), J. C. Setalvad (Vulcan), 
B. K. Shah (New India), T. C. Kapur (Bombay Mutual), N. Datta 
(Hindusthan), N. V. Nayudu (United India), S. C. Roy (Aryasthan) 
and N. J. Gor (Presidency Life) . 

The informal committee took into consideration many conflicting 
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viewpoints of the diverse elements constituting the business. The 
members of the committee tried to reconcile the difference of opinion 
amongst themselves as well as extraneous bodies and individuals 
whom they consulted and the final recommendations were the out- 
come of full and frank discussions, generally acceptable to the com- 
mittee as a whole. Based on this report of the committee, a fresh bill 
was introduced which ultimately emerged as the Insurance Amend- 
ment Act, 1 950. This Act introduced drastic changes in the regulations 
for control of insurance companies and restrictions were placed on 
their working. The Superintendent of Insurance was re-designated as 
the Controller of Insurance and more powers were given to him. A 
provision was made for setting up new bodies like Life Insurance 
and General Insurance Councils which were autonomous and whose 
influence and prestige were expected to put the erring members of the 
fraternity on the right path. A provision was also made for the ap- 
pointment of an Administrator to manage the business of financially 
unsound concerns. Jji order to discourage unsound business practices, 
several new measures were adopted — restrictions on consolidation of 
shares of different classes into ordinary shares, regulation of investment 
of life fund, limitation of overall expense ratio, prohibition of payment 
of excessive remuneration and prohibition of common officers, etc. 
By the amended Act, the percentage of assets equivalent to policy 
liabilities required to be invested in Government and approved securi- 
ties was reduced to 50 but, simultaneously, restrictions were placed 
on the nature of investments of the balance funds. In many of the 
insurance companies, investments of life fund was the privilege of the 
controlling directors and these restrictions put a curb on their freedom. 
A significant provision in the Act was that by which a proprietary 
company could convert itself into a mutual company. On the whole, 
the amended Act had a purifying effect on life insurance enterprise 
of the country for a few years. 

One great merit of the Act was that almost all the provisions had 
the support of the vast majority of insurance executives. Even then 
they apprehended that, at a later stage, the amendments would result 
in an increase in the expense ratio. Some prominent companies which 
had previously adhered to the system of employing only field staff on 
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salary basis and ordinary licenced agents took recourse to the appoint- 
ment of special agents. Again as they felt that good workers could 
not be had at the limit of 1 5 % over-riding commission fixed by law 
as payable to special agents, a number of new appointments on salary 
basis were made. 

UndeterreS Progress 

The boom in life insurance business ended with the year 1946 and 
thereafter the business suffered a gradual climb down. The down- 
ward trend since 1946 was due to the steep rise in the cost of living 
and also due to the disturbed political conditions. A general increase 
in premium rates in or about 1947 consequent on the fall in the interest 
rate was another factor responsible for the trend. From 1942 the 
agricultural and industrial labour got more wages than ever before; 
yet higher price level kept real income down to less than pre-1939 
figures. Little of this excess income could be attracted to insurance. 
Caught between inadequate wages and meteoric rise in prices the 
middle class could have little savings. Some of the upper income 
groups among the middle class became richer and could go in for 
insurance; others became poorer and merged with the lower groups. 
The setback to life insurance under the above circumstances was 
real and the new business was stagnant for a few years. 

An event of far-reaching impact on insurance business which was 
a large investor in Government securities as a class was the increase 
in the bank rate which was effected about the middle of November 
1951. This led to a sharp fall in the values of all scrips, particularly 
gilt-edged ones, and life insurance companies had to write off large 
amounts to offset the depreciation on their holdings. In the long run 
this was calculated to act favourably for life insurance companies 
since the depreciation affected only the invested funds while the pre- 
miums yet to be collected with respect to the business on the books 
could be invested at more favourable rates. All the same the imme- 
diate reaction of the insurance circles was unfavourable. The total 
business of the Indian insurers showed slight improvement in 1949 
and the position remained more or less steady upto 1952; the figures 
for the years being round about Rs. 130 crores increasing to Rs. 138 
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crores in 1953. 

In 1954 a new record in business was set which was maintained 
in 1955. At the end of that year the insurance industry, after success- 
fully weathering the storms and stresses of uncertain post-war period, 
stood more solid than ever before. The total business in force kept 
increasing throughout this period except in 1950; and, in 1955, there 
were 42.16 lakhs policies in force, assuring a sum of Rs. 984.20 crores 
yielding a premium income of Rs. 43.70 crores. The average size 
of Indian life office increased after 1950 and, in 1954, the average new 
business per year per life office, for the first time, crossed Rs. 1 crore 
level (the actual figure being Rs. 1.38 crores) and even this figure was 
exceeded in 1955 when it was Rs. 1.48 crores. The average amount 
of life policies issued by Indian offices also improved from year to 
year and, in 1954, it crossed Rs. 3,000 for the first time (Rs. 3,123) 
though a slight decline was noticed in 1955 (Rs. 2,950). The total 
new business underwritten by the Indian life offices in the year 
1954 and 1955 was Rs. 255 crores and Rs. 261 crores. 

Although there was slump in new business in 1950, the insurance 
industry made substantial progress in many other important directions. 
There was improvement in the average sum assured per policy, a 
slight increase in the total income of Indian insurers, and the assets also 
improved to a certain extent. A heartening feature, according to the 
Controller’s report, was the increase, although negligible, in the net 
interest earning of Indian insurers in 1950. The same improved to 
3.16% as against 3.02 % and 3.05 % in the previous two years. Writing 
about the position of Indian insurance at this stage, L. S. Vaidyanathan 
stated: “India, with a population of 356 millions had at the end of 
1950, only 3,280,000 life insurance policies assuring Rs. 744.66 crores. 
Assuming each insured person holds on an average 2 policies, the 
number of insured persons would come to 16,40,000, that is, less 
than •£% of the population. The per capita insurance comes to Rs. 20. 
There are, of course, valid reasons for this limited development of life 
insurance, in particular, low per capita income and low percentage 
of persons whose income would leave a margin, after meeting neces- 
sities of life, which could be saved and utilised as life insurance pre- 
miums, etc. My purpose is not to criticise this slow development but 
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to show how we have only touched, as it were, the fringe of the prob- 
lem and how limited in extent our achievements so far have been.” 

During this period the Employees’ State Insurance Scheme was 
also inaugurated at Kanpur and Delhi, marking the beginning of 
social security measures in the country. Even though the scheme was 
enacted in 1948, it took three years to implement it even partially. 
The country also started on its big experiment in economic growth 
through democratic planning and embarked upon the First Five Year 
Plan on April 1, 1951. 

A number of insurancemen were elected to the State Assemblies 
and to the House of the People in the first elections, prominent among 
them being Sarvashri Tulsidas Kilachand (New Great) , K. Kamaraj 
Nadar (Prithvi), T. Viswanathan (Prithvi), B. Vaikunta Baliga 
(Canara Mutual), A. Sinha, Nagappa Chettiar, B. M. Sheth (all of 
Oriental) and many others. 

Code of Conduct 

The Executive Committees of the Insurance Councils set up under the 
Amended Act 1950 made serious efforts to ensure higher standard of 
conduct and sound business practices. The Insurance companies were 
not unaware of what was wrong. As early as in 1949 during the Fourth 
Insurance Conference Sir Purshotamdas Thakurdas, Chairman of 
the Oriental, had made an introspection in these words : “Let us also 
ask ourselves whether we have been absolutely above-board in our 
activities? .... We have to admit that we have not done our best to 
eradicate the abuses in the business that are responsible for forfeiting 
the confidence of the insuring public. We cannot deny that today there 
is a tendency on the part of insurance companies in general to make 
‘illicit gains’ from insurance business .... Can we overlook the cut- 
throat competition for acquiring business? And still worse is the 
dishonest practice of dressing of accounts. We have ourselves to set 
our houses in order before we go and ask the Government to help us. 
The abuses that are prevalent in the insurance business are doing 
great damage to our cause. Sooner the abuses are remedied, the 
better it is for the nation.” At the same conference, Shri A. D. Shroff, 
Chairman of the ‘New India’ referred to specific deficiencies in the 
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industry. In his view one of the most difficult and intricate pro- 
blems the industry faced was the problem of heavy early lapsation of a 
substantial volume of new business placed on the books of the com- 
panies. It had been estimated that nearly 40% of the business lapsed 
before the policies acquired surrender value, the main reason for the 
lapses being great rivarly amongst the insurance companies to achieve 
large figures and forced business written during the concluding months 
of the year by agents or organizers who were anxious to complete 
their quotas, as well as lack of proper service by the agency force on 
the business. He deprecated the unhealthy competition witnessed 
among the companies and, in particular, among the agents, for secur- 
ing the business and pointed out that the methods of publicity em- 
ployed by some of the companies directly encouraged this dishonest 
practice for larger business. The manner of advertising the volume of 
business secured misled the credulous public. The maladies suffered 
by the industry were well known. The remedies were also provided 
in the Act. But the craze for more business created unhealthy situations 
which every insurer felt but was unable to get over. Legislative pro- 
hibition had been powerless to eradicate the same. 

The Executive Committee of Insurance Council under the Act 
came to the conclusion that of all the malpractices, rampant rebating 
was the most vicious. However, many persons ignored the criticisms 
and advice and persisted in such practices. Some companies intro- 
duced a practice of allowing a rebate of 10% on premiums throughout 
the duration of the policy and at the same time allowed commission 
to the procuring agent. Some others gave the agents lower scale of 
commission on such lower premium tables, which was tantamount to 
giving commission to persons who were not entitled for the same. 
While finalising the ‘Code of Conduct’, the Executive Committee took 
cognizance of these practices. It was an effort on the part of the 
industry to check malpractices in the field and the Code came into 
operation from the beginning of 1953. It dealt with the question of 
employment and emoluments of agents. It completely prohibited the 
practice of offering reduced premium for the same class of Business 
except in special cases like Group Insurance or Staff Insurance Scheme. 
The Code also took a note of the problems of the special agents and 
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of small companies which experienced considerable difficulties on 
account of the ban on the employment of salaried employees on 
guaranteed business basis. 

Apparently the efforts to set the house in order had not had the 
desired results. Writing in 1956 in his brochure “Insurance Business 
in India”, Shri H. D. Malaviya listed the various malpractices pre- 
valent in the Life insurance industry. He pointed out that the items 
shown under ‘Shares and Allowances’ ‘Travelling Expenses’ and 
‘Advertisements’ in the revenue account did not always represent the 
respective items, but were frequently illegal commissions paid in order 
to avoid provisions of law relating to remuneration by commission. 
Similarly, the ‘Outstanding Premiums’ and the ‘Agents Balances’ 
were not always recoverable debts to the company; a major propor- 
tion of them represented illegal rebates allowed with a view to be 
written off subsequently. 

The proportion of assets represented by agent’s balance and out- 
standing premiums to the total assets was sometimes as high as 20 %. 
The commission payable under the Act was 35% for the agents and 
over and above that, 15% for the special agents. These provisions were 
adhered to more in the breach than in their observance. Organisers, 
Inspectors, Development Officers, Organising Secretaries and a host 
of others received salaries and allowances of all sorts, often related to 
the premium income secured through them, far more than these 
commissions. Shri Malaviya finally concluded: “The code of conduct 
has become a dead letter since its inception and it was doomed to fail 
without the will to observe it on the part of the insurers, the machinery 
to enforce it and to detect its evasion, and the sanctions to punish the 
offenders.” 

It is interesting to observe that a similar state of affairs prevailed in 
the United States about half-a-century ago. To quote B. J. Hendrick: 
“For the last 35 years a constant warfare has been fought in the United 
States between the good and the bad in life insurance. . . . certain 
companies have treated life insurance as a great beneficient institu- 
tion; others have regarded ir largely as a convenient contrivance for 
enriching the few men who happened to have usurped control. The 
agents have lived largely upon the grossest misrepresentation. The 
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companies have demanded only one qualification m agent — the ability 
to get business. They have not cared how they get it; and have 
tolerated, year in and year out, men of demonstrated dishonesty. . . . 
The companies are alone responsible for these practices. They them- 
selves encourage rebating. They give away rebates because they have 
a mania for a big annual showing.” 

Dangerous Trends 

While the industry was striving to set its house in order and minimise 
if not eradicate the well-known abuses besetting it, more dangerous 
trends in the management of the companies came to be noticed. 

Despite the restrictions of the Insurance Act, many companies 
continued to indulge in their unhealthy practices particularly in the 
matter of investment of funds. Shri T. C. Kapur claimed that he had 
made, in 1 945, a careful examination of the investments of some of the 
insurers and that his study showed that certain investment practices 
of these companies were unhealthy. His suggestions made then were 
covered by the provisions of the 1950 Act. However, experience 
of the working of the new law showed that although the potentialities 
for the use of policyholders’ funds otherwise than solely for their 
benefits had been narrowed down yet the scope for playing with their 
funds had not been completely eliminated. While resigning the 
Managership of the Bombay Mutual, he said: “Insurancemen are 
merely employees. They are not Directors. Their position is very 
difficult. They see things being done, but feel helpless. Sometimes 
they have to do things which they may not like. . . .They have to choose 
between tolerating what they consider wrong or sacrificing their career.” 

The first appointment of an Administrator under the provisions 
of the Insurance Act was made in 1950 when the Government ap- 
pointed Shri G. N. Pradhan as Administrator to manage the affairs 
of a small company, the Union Life and General Insurance Company. 
However, the misuse of life funds was apparently not confined only 
to small companies. It came as a big shock when the Government of 
India announced the appointment of Shri R. Varadacharif retired 
Commissioner of Income Tax, as an Administrator to take charge of 
the management of the ‘Jupiter General’ and the ‘Empire of India 5 
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from July i i, 1951 . A few days later this was followed by the 
appointment of Shri S. Vaidyanatha Iyer as Administrator of the 
Tropical. There were serious allegations of mismanagement of the 
affairs of these companies which were prejudicial to the interests of 
policyholders. Lala Shankarlal, a political leader, Vice President of 
the Forward Block, and a business magnate and his associates held the 
controlling' block of shares of the Tropical Insurance Co. Ltd., of 
which he was the Chairman and Managing Director. He, with Sardar 
Sardul Singh Caveeshar, who was controlling the People’s Insurance 
Co. Ltd., conceived the idea of purchasing the controlling block of 
63,000 shares of the Jupiter, a prosperous company, in the name of 
the “Tropical” for a sum of Rs. 28,54,000. As the financial position of 
the “Tropical” did not permit the said purchase, they thought of a 
fraudulent device of purchasing the said “Jupiter” shares out of the 
funds of the “Jupiter” itself. The purchase money was to be paid after 
the purchasers got control of the “Jupiter”. After taking charge of the 
“Jupiter” Lala Shankarlal and his associates sold the securities of the 
“Jupiter” to pay the purchase moneys. To cover up this fraud, various 
manipulations were made in the account books of the “Jupiter”. As 
there would be an audit before the end of the year 1949, and there was 
likelihood of detection, of the fraud, they had to bring in the moneys 
to cover up the above fraud. For this purpose, a scheme was evolved 
by Lala Shankarlal and his associates for purchasing the controlling 
block of shares of the Empire of India Life Assurance Co. Ltd., by 
some of them becoming Directors and Secretary of the “Empire” and 
by utilising the funds of the “Empire” to cover up the defalcations 
made in the “Jupiter”. Such lifting of funds of the “Empire” was to 
the tune of Rs. 77,50,000 by way of bogus sales and loans. 

The extreme step was taken by the Government after careful 
consideration and after giving the management full opportunity to 
explain their conduct. All persons previously entrusted with the 
management of the two companies were divested of the same and the 
Administrator was authorised to carry on the business and issue new 
policies. Shri K. S. Ramachandra Iyer, who was for a number of years 
with the ‘Jupiter General’, as Secretary upto 1940, was appointed as 
Manager with effect from July r 1, 1951. 
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The Blue Book 1953 gives a list oi 10 companies for which Ad- 
ministrators had to be appointed by the Government during the 
three previous years. Apart from the 'Empire 5 and the 'Jupnvi ' this 
list included companies like the ‘East and West’, ‘BhagyaLtkshmi - , 
the ‘Mysore’ and the ‘Servants of India’. The Administrator of the 
‘Tropical’ was advised to examine the position of the company with 
a view to see as to how far the company could carry on new life busi- 
ness but it was not found feasible. As transfer of business was generally 
beneficial to policyholders, efforts were made to that end also in 
deserving cases and the business of the ‘National Mercantile’ was 
transferred to the ‘National’ by the Administrator. In respect of the 
‘Famous’, the company was wound up on creditors’ petition which 
step was supported by the Administrator as that was consider eo to be 
the better course. 

Rate War 

There had been suggestions in the fifties for reduction in premium 
rates and the arguments were based on the prospects of higher interest 
earning and improved mortality but such suggestions were not seri- 
ously considered by the insurers generally. Then came a sudden 
announcement from the New India about revision in their premium 
rates which, it was stated, their field workers have been looking for- 
ward to for sometime. The new rates came into effect from the 1st 
of March 1954. It was also stated that special plans have been draven 
to streamline selling. The New India was planning to celebrate the 
Silver Jubilee of its life department at that time and, in this con- 
nection, they launched their ‘Planned Protection Policy’ making it 
possible ‘for the first time in the history of insurance in our country, 
to present to a prospect a complete programme of insurance’. This time- 
ly measure, according to the company, was the result of their morta- 
lity experience showing marked improvement, their having under- 
taken intensive rationalisation in administradon and introduction 
of utmost economy in the expenses of management. As to the interest 
rate, it was mentioned that ‘sound and prudent investmen? policy 
pursued by the directors placed the company in a favourable position. 
With the upward trend in interest rates firmly established, it was felt 
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that the insuring public should be offered rates of premium based on 
a higher rate of interest’. Unfortunately, the insurance circles did not 
react to this action as the ‘New India’ had probably expected. The 
New India Salesman, April 1954 issue, under the caption ‘No Rate 
War’, stated : “It is most regrettable that our decision to reduce the 
rate of premium for life assurance business has been misunderstood by 
sister companies, many of whom are openly calling it the beginning 
of rate war. We are also accused of bad faith, for not having consulted 
the trade in a matter so vital to the insurers, especially the smaller 
and medium sized units.” It was clarified at length that the process 
of rate formation justified the step taken by the company. In its sub- 
sequent issue it again confirmed that ‘our motive in reducing our pre- 
mium rates have been purest’. It was also pointed out that sister 
companies were quick to follow the New India’s example. This reduc- 
tion had a favourable reaction among the public. The Insurance 
Herald appreciated the action of the company and paid handsome 
compliments to its General Manager. 

Presenting the other side the Oriental News in ‘A Report to the 
Nation’ stated : “Both the magnitude of the reductions and the element 
of surprise in this unexpected move shocked the insurance circles. 
Although the equity in the argument that the policyholder had a 
right to share in the improvements in mortality and interest earning 
was freely conceded, many learned insurance men contended that 
a drastic reduction of premiums under all schemes of insurance was too 

dear a price to meet the ends of equity ” In spite of criticizing 

the reductions the Oriental itself reduced its rates forthwith to the 
extent that the situation demanded. 

The impact of all-round reduction of rates created serious reper- 
cussions. The controversy that developed in its wake and the spirited 
opposition that it roused, especially from small and medium sized 
companies, led to intervention by the Executive Committee of the Life 
Insurance Council which set up a Committee of four Actuaries to 
examine the extent to which the premium rates as they existed on 
January 1, 1954 could be reduced on the basis of actual underwriting 
experience of life insurance in India. Ultimately, there was an upward 
revision in the premium rates applicable to Whole Life policies. 
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The reactions to the sudden reduction of rates were varied and 
expressed through different media. The I.L.A.O.A. passed a 
resolution on April i, 1954 that a deputation of all insurance interests 
in the country should immediately wait on the Government of 
India with the request to stop the rate war without delay. The 
then President, Shri S. D. Srinivasan, mentioned : “Considering that 
these companies, too, are members of this Association, it would have 
been only right if they kept this body informed about what they in- 
tended to do I should go further and say that by such individual 

action they have injured the prestige of the Association. They have 
made us a divided house.” The echo of the agitation was also heard 
in the Parliament where the Deputy Finance Minister confirmed that 
an appeal was made by small companies for withdrawal of reduction 
in the rates and thus to improve the situation. A sort of standstill 
agreement was reached that all companies would voluntarily desist 
from effecting any further reduction till the end of December 1955. 

A question was asked how the existing policyholders would benefit 
from the reduction of premium rates as otherwise it was feared 
that twisting of business would result. It was suggested that more 
bonus be declared for the existing policyholders. An extreme case was 
pointed out where a company which had not been able to declare a 
bonus for 10 or 15 years had also offered drastic reduction in premium 
rates. Another suggestion was to impose a ‘floor rate’ below which no 
insurer should quote. This suggestion was found impracticable. A sort 
of campaign was launched by sounder companies to persuade their 
existing policyholders not to convert their policies into paid-up ones. 
The Oriental’s advertisement in this respect was captioned “All That 
Glitters is not Gold.” It pointed out that no policyholder, as a rule, 
benefits from making his policies paid up whatever be the alleged 
merits of the new policy. 

In an article reviewing the situation, Prof. R. S. Sharma observed : 
“Due to the unemployment problem raising its head, it is difficult to 
find more business. Some companies had already started experiencing 
lapses. It is a need for finding more business which has compelled the 
offices to reduce the premium rates.” Whatever be the case, the rate 
war came to an end though temporarily with the intervention of the 
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Executive Council and the strong reaction of the industry. Before any 
final decision could be taken, the industry was nationalised. 

Need of the Hour 

The matters did not end with this let up in the war. The rate war was 
followed by a Bonus War. Many companies resorted to interim valua- 
tions for declaring higher bonuses. The same, however, could not 
go far because of nationalisation that followed. Then the war was 
continued through the medium of Staff Insurance Schemes. Shri S. D. 
Srinivasan contributed an article on this subject under the caption 
“Killing the Goose that Lays Golden Eggs” in which he m m- 
tioned : “There has been, in recent years, hardly anything so con- 
troversial in Indian Insurance as the Staff Insurance Scheme. The 
fact remains that this malignant growth of Staff Insurance Scheme 
has widened the gulf that unfortunately exists between the so-called 
big and small insurers. The seed for this growth was sown by some non- 
Indian insurers who introduced select tables and allowed high rates 
of rebates which resulted in different rates of premium being charged 
for the nationals of this country even where ages and other conditions 
affecting the acceptability for life insurance were identical. Some 
among the Indian insurers felt, possibly with some justification that, 
unless they followed suit, the cream of such business would be gone 
and they would be left only with the chaff. Thus, the vicious circle 
was complete when even a lone woman who sold vegetables in bazar 
got the benefit of Staff Scheme”. 

Thus the race among the top life insurers to achieve record new 
business figures gathered momentum. The special Staff Insurance 
Scheme offered the usual plans of insurance but at rates lesser by over 
15% than the normal rates. Here, again, the Executive Committee 
of the Life Insurance Council intervened and directed that the 
reduction in such Staff Scheme rates should not exceed 10% of 
the normal rates. Even then the unhealthy competition did not 
cease and the Executive Committee considered the question again 
and decided in its meeting on June 28, 1955 to prohibit the Staff 
Insurance Scheme as then transacted. The decision became effective 
from July 1, 1955. As a result of the reduction in premium rates for 
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a while and the Staff' Schemes operating for a few months, the Indian 
insurers were able to write huge business which made both 1954 and 
1955 the most productive years, under the private sector. The third 
factor which contributed to the increase in business was the rush for 
Estate Duty Policies in each of the two years. 

The Estate Duty Act which received the President’s assent in Octo- 
ber 1953 offered exemption in respect of insurance policies taken out 
for the purpose of paying Estate Duty. In America estate planning was 
a highly specialised and remunerative branch of insurance salesman- 
ship and the new legislation in our country offered scope on similar 
lines which was fully utilised during this period. 

The Postal life also entered the fray. According to the Insurance 
World they had offered to grant full cover to military personnel at 
no extra cost which was advertised as a selling feature. Becoming more 
aggressive, they started producing sales literature and threw open 
their doors not only to local bodies but to the semi-Government in- 
dustrial concerns like Chittaranjan Locomotives and other Govern- 
ment factories. 

A very interesting feature of the period was a scheme for mutualiza- 
tion of the biggest life office of the nation, the ‘Oriental’. By the middle 
of 1955 the scheme had made considerable progress and the share- 
holders had unanimously endorsed the same at an Extraordinary 
General Meeting. The details were being worked out and further 
formalities yet to be complied with when the scheme became one of 
those projects which remained incomplete due to the Ordinance 
nationalising the industry. The Prithvi was then the only proprietory 
company to mutualize. 

And so, we come to the end of a period of over 25 years during 
which the life insurance industry was mostly guided by the needs of 
the hour. Commercial interests dominated its working and various 
malpractices seeped into the field. The interests of the nation became 
secondary objectives, at least in practice. An intervention by the 
Government, therefore, became the need of the hour. 
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PILLARS OF STRENGTH 


A profession intimately connected with the growth of life in- 
surance in our country in its early period was that of actuaries, parti- 
cularly those who worked as consulting actuaries. Though they were 
few in number , r they rendered a great service to the industry. In later 
years, a number of persons took up actuarial studies and entered the 
service of one company or the other. At one time there was a con- 
troversy as to whether the post of Superintendent of Insurance of 
the Government of India should be held only by an actuary and, in 
this connection, some interesting correspondence was exchanged 
between Pt. K. Santanam who was then President of the I.L.A.O.A. 
and four leading actuaries from Bombay, Sarvashri B. K. Shah, 
K. R. Srinivasan, S. N. Vaidya and L. S. Vaidyanathan. In this cor- 
respondence the role of the actuaries vis-a-vis the insurance business 
was discussed from different angles. The correspondence started with 
a letter from the four actuaries to the Pandit challenging some of the 
statements made by him in his presidential speech. They stated : 
“Actuaries, as judged by your knowledge and experience of life in- 
surance business, are persons ‘with a specialised knowledge of certain 
departments of life insurance and do not concern themselves with the 
executive or administrative side or the side concerning the organisation 
of the field force of a life insurance company. They are concerned 
purely with the mathematical side and actuarial side of the tables 
of premia adopted by life insurance companies’. A more grotesque 
and fantastic description of an actuary, it is impossible to imagine of. 
Such colossal ignorance about the training and equipment of actuaries 
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and the functions they perform not only in insurance but various other 
walks of commerce and industry is perhaps explained by the fact that 
you have not had any opportunity of getting an idea of the educational 

equipment of an actuary The profession of actuaries is one which, 

by its excellent traditions and sterling service, has won worldwide 
recognition and highest esteem at the hands of those qualified to pass 
judgement.” These actuaries then proceeded to elaborate the details 
of actuarial training and profession. In his reply Pandit Santanam 
observed : “You will, thus, see that my alleged belittling of your pro- 
fession is really illusory. I have got a great admiration for actuaries 
and quite realise the very important part they play in life insurance 
business. Without them life insurance could not be put on a scientific 
basis and to ignore their advice and guidance will be suicidal to life 
insurance companies. You, however, claim for every actuary encyclo- 
paedic knowledge of a vast number of subjects with an unlimited 
capacity to manage men and institutions. This is a very tall plea and 
will not be conceded by any reasonable man whether in insurance line 
or outside it. ... I quite admit that actuaries can be found with neces- 
sary capacity to be a General Manager and the Head of the Executive 
of a life insurance company. We have got one or two shining exam- 
ples of it in India itself. But take the other side. In India, you must 
be prepared to admit, that there are at least 15 or 20 companies which 
are doing very well. With one or two notable exceptions, all these 
companies have been managed and brought to their present state of 
prosperity by men who are not actuaries. . . . The essential point that 
I wished to make was that the post of Superintendent is mainly and 
essentially one requiring great executive abilities. The next point that 
I wished to make was that by making the provision that they have 
made the legislature has restricted choice, which is undesirable. There 
may be other persons besides actuaries who might be extremely fit 
for the post but the provision in the Act rules them out. My conten- 
tion is that whoever the person is considered fit for the post should 
be appointed. He may be an Actuary or, he may not.” The corres- 
pondence went on for a long time and covered several interesting 
aspects. 

Another controversy raged a little later when an amendment to 
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Insurance Rules proposed restrictions on actuaries regarding their 
qualifications There was a spate of protests about this from several 
quarters. Under the Amendment, an insurance company or a provident 
society wishing to employ as an actuary for conducting a valuation any 
person other than a Fellow of the Institute of Actuaries, London or a 
Fellow of the Faculty of Actuaries, Scotland had to apply every time 
to the Superintendent of Insurance and show to his satisfaction that 
it was expedient to do so. As a result of the protest, the rules were 
further amended in such a way that the permission from the Superin- 
tendent of Insurance was not required to be obtained every time. 

First Actuary 

The first Indian actuary was not a F ellow of the above society but 
only an Associate. His contribution to the cause of Indian insurance 
was larger than. that of any other. Born in 1877 at Nadiad, Shri G. S. 
Marathe was brought up in an affluent family. He received his M. A. 
degree in Applied Mathematics from Fergusson College, Poona. His 
further career can be traced in his own words : “After passing my M.A., 
I was seeking for four years to find a profession which would be in- 
dependent and yet which would so help the commercial and industrial 
side of Indian economic activities that I may be of help in developing 
the resources of India and preventing money going out of India. It 
was due to my getting an employment in the Bombay Branch of the 
‘Hindusthan Co-operative’ that I got the opportunity of taking up the 
profession”. This quotation was prominently used by the ‘Hindusthan’ 
in its advertisement . He proceeded to England and worked there with 
Mr. George King, consulting actuary. Returning to India in 1913, 
as an Associate of the Institute of Actuaries, Shri Marathe joined a 
newly started life office in Bombay as its Manager and Actuary; but 
left the service in the following year and started independent practice. 
Later his professional advice was sought by a majority of life offices 
in the country as a consulting actuary. 

Shri Marathe, besides his professional interests, took active part 
in the National movements. He was a member of the Maharashtra 
Provincial Congress Committee and at one time a member of the 
A.I.C.C. He was also connected with several social and educational 
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institutions at Poona, like the Women’s University established by 
Professor Karve, Bhandarkar Oriental Research Institute, Indian 
Historical Research Institute, etc. He also started ‘Bhadrayu’, a 
journal on insurance. His Diamond Jubilee was celebrated in August 
1942 by his admirers and friends. In the address presented on the 
occasion it was stated : “We are proud to recall here how, about 
thirty-five years ago, when you decided rather to enter the difficult 
and then quite unfamiliar line of an Actuary, and thus lay open a 
new field to educated Indians, Indian life insurance, which had to 
rely on foreign experts, then found in you an Actuary for the first 
time fired by the zeal of patriotism and one who would espouse its 
cause as if it was his own. When you started as an Actuary in the year 
1913, the number of Indian life insurance companies was about 
50 and you were then the first Indian in the line working principally 
as an Actuary. Today, however, the number of Indian life insurance 
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companies has grown to about 250 and we are proud to observe 
that you are associated as an Actuary with over one-third of the 
number. In all your professional career, it has ever been your aim 
and sincere endeavour to raise the status of Indian life insurance 
companies to give them stability and to help them to hold their own 
in competition with foreign companies. Hence a large share of the 
credit for the progress of the Indian Life Insurance must go to the 
foresight evinced by you thirty-five years ago.” 

Some extracts from Shri Marathe’s reply indicate the circumstances 
under which he had to work and how he emerged triumphant. “My 
relatives and friends did not know anything about it and considered 
me a visionary for undertaking this profession. However, I did what 
I could as a pioneer, and I am pleased to find that the little I have 
done has proved to be of some value to the nation. . . . In the beginning 
of my career I, had to be very careful that my assumptions should 
stand good comparison with those of British Actuaries and I con- 
tinued to be very watchful. It was only after 1925 that I began to use 
some independent discretion in consideration of the circumstances 
peculiar to this country, but even then I was very careful not to be 
rash.” Shri Marathe then gave a detailed account of how a large 
number of companies came up after the non-cooperation agitation 
and how in the wake of the same many of them had floundered. He 
also explained his efforts to save the situation as far as possible without 
harming the interests of the policyholders. He said: “I was not such a 
simpleton as not to have anticipated this, but I was in the position of 
a ‘pater familias’ and not that of a jailor. A father cannot be too hard- 
hearted, he should be severe now and then but not implacable. It is 
all-right for persons drawing fixed salaries, sitting in their offices, with 
their work set out cut and dry before them, to say that an actuary 
must be strict in the faithful application of scientific formulae, but 
sciences are for men and not men for sciences. The circumstances of 
this country' required special consideration. Life insurance was some- 
what new to this country and a spirit of adventure was necessary for 
its development. Economic circumstances were also unusual. . . . 
Besides the Government Actuary, who could do but little, there was 
no one quite competent to guide and lead the insurance offices and 
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I was the person largely saddled with the responsibility’©!' restraining 
the majority of young life offices without actual disaster. I had to be 
a scientist in the first instance, a patriotic Indian in the second, and 
a human being with a heart in the third. May be that I committed 
errors of discretion, but what I did was done honestly and honourably. ...” 

The Golden Jubilee celebrations were presided over by Shri N. B. 
Chandrachud and prominent among the speakers wele Professor 
V. G. Kale, Shri G. K. Deodhar and Shri N. C. Kelkar. Very many of 
the persons who fared well in the insurance field in later years had 
started their career as apprentices in the office of Shri Marathe which 
had almost become a training institution for insurancemen. Shri 
Marathe had worked ceaselessly for the cause of Indian insurance 
with missionary zeal in spite of his failing health and he passed away 
after a brief illness in May 1945 at the age of 68. 

Professor Krishna Bindu Madhava was another yeteran consult- 
ing actuary of the early period. He is an Associate of the Institute of 
Actuaries, London since 1923. A Master of Arts with honours in 
Mathematics and Fellow of the Royal Astronomical Society, London 
and of the London Mathematical Society, Professor Madhava was 
the first Indian to be elected as a Member of the International Institute 
of Statistics. He had read several of his research papers at the various 
meetings of the Indian Science Congress, at the Indian Mathematical 
and Economic Conferences as well as several International Statistical 
and other conferences. His distinguished work was recognised when he 
was appointed in the Maharaja’s College, Mysore as Chief Professor 
and Head of the Department of Mathematical Economics and Statis- 
tics. At that time, for these most useful and practical subjects, there 
existed a Chair only in Mysore amongst ail the universities in India. 
Born in March 1895, in a rich and illustrious family, Prof. Madhava 
rendered great service to Indian insurance as actuary. Professor 
Madhava took considerable interest in all aspects of insurance work 
and contributed regularly on insurance subjects. He was also 
connected with the Insurance Representatives’ Association. 

ShriJ. C. Sen and Shri H. K. Sen of Calcutta and Shri K. A*. Pandit 
of Bombay were other prominent consulting actuaries in the 
country. 
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Medical Examiners 

Another institution which has made significant but silent contribution 
to the growth of life insurance was that of Medical Examiners. Non- 
medical business was of insignificant proportions. Companies protected 
themselves against adverse mortality experience by screening the lives 
proposing for assurance through their authorised Medical Examiners. 
Their reports, after personal examination of the proposers and ascer- 
taining their history of personal health played an important part in 
the assessment of risks; more so as the system of family physicians who 
can be expected to have first hand and thorough knowledge of the 
medical history of the lives assured was not in existence except in very 
rare cases. It was no wonder the companies were selective in the appoint- 
ment of their Medical Examiners. The companies, sounder and well 
established, insisted on selecting medical practitioners possessing the 
minimum qualification of L.M. & S or even M.B.B.S. Some of them 
insisted further that they should be in Government employ. With 
the growth of business and spread of insurance to places outside the 
bigger towns and cities, the companies liberalised such qualifications. 

The big companies appointed specially qualified medical men at 
their Head Office as Chief Medical Referees. Particular mention may 
be made of Dr. J. J. Cursetji, Chief Medical Officer of the ‘Oriental’. 
He shared with others his knowledge and experience gained through 
his association with the Oriental through his valuable writings on 
insurance medical practice. 

Life Insurance Agent 

In the initial stages insurance wag sold directly by the companies 
especially by those organised as mutual societies. The practice of 
expanding the clientele by canvassing, through appointment of in- 
dividuals on commission basis under the title of agent, came into 
vogue at the commencement of the 19th century. Still the system was 
viewed with antipathy by the mutual assurers. In 1828 the Actuary of 
the Equitable expressed : “I should be very sorry to see this Society 
bribing"' agents with a commission of 5% on all the assurances they 
bring to the office.” Even in our country the pioneer company, the 
‘Bombay Mutual’ did not seek the assistance of paid agents in the 
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early years of its existence. Even when the assistance of agents was 
sought by early companies the commission paid was low. The ‘Orien- 
tal 5 , for instance, during the first 15 months of its operation i.e. 1874-75 
paid a ridiculously low amount of R$. 29 as commission on 95 policies 
assuring over Rs. 3 lakhs with a premium income of Rs. 16,825. 
A provision in the first Articles of Association of the Indian Life limited 
expenses to 10% of the gross premium on each policy.* After 1907 
increased medical fees and competition raised the expenses above this 
figure. 

As the companies began to grow, the necessity of an intermediary 
became apparent. Life assurance, being too unselfish an act to be 
popular, needed enthusiastic, eloquent and knowledgeable persons 
to broadcast its good to the community. There can be no shadow of 
doubt that the institution of insurance agents contributed much to 
the growth of Life Assurance. The peculiar conditions and develop- 
ments in our country were, however, far from congenial ic enable 
them to acquire any status for themselves. Dr. B. R. Ambedkar had 
described the position of the agents in these words: “It often happens 
that a person insures, pays premiums by stinting himself but ulti- 
mately the company fails and he gets nothing. The stability of the 
company is, therefore, a very important factor in the matter of success- 
ful insurance. But not every man can be a judge of the stability of a 
company. He is most often dependent upon the agents of the insurance 
company and the insurance agent is interested in himself." The general 
attitude towards agents was reflected in a notice displayed at a Govern- 
ment Department in New Delhi prohibiting entry of insurance agents 
though on representation the offending notice was replaced by a more- 
intelligent piece of handiwork. Under the provisions of ihe Insurance 
Act 1938, any person above the age of 18 could become an agent after 
obtaining a licence by paying a fee of Rs. 1.50 a year. No special 
qualification or training was considered necessary for becoming an 
insurance agent. Even completion of a minimum business was not 
prescribed. It was not ensured that the licenced person was the real 
canvasser and not a benami for another. 

Shri H. D. Malaviya observed that in actual practice the canvassing 
was done more by highly paid salesmen than by agents and a vast 
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majority of agents and others working on commission basis were 
ephemeral connections set up by the insurers to pass commissions. 

Shri N. V. Nayudu observed in 1952: “The Benami nature of these 
agents is clear from the requests received by insurers from such agents 
and their supervisors not to print their names in the premium notices 
and receipts, lapse notices, etc. and in fact in any correspondence with 
the policyholder. The policyholder does not know the person who, 
according to the records of the insurer, has solicited or procured the 
business, nor the agent the policyholder. Yet, insurers accept the 
agent’s report on the insurability, age, income, physical and moral 
hazard and other matters relevant to the proposal.” 

The insurance companies encouraged indiscriminate proliferation 
of agents in the hope that some may turn out to be good producers 
or may at least influence the business in their circle of relatives and 
friends. There jvere companies which had appointed more than 50 
agents in a town with a population of less than 2 lakhs. Due to such 
indiscriminate creation of agencies, the number of agents on roll was 
always large and it went on increasing from year to year. For instance, 
in 1942 the number of licensed agents was about 53,000, in 1943 it 
went up to almost 66,000 and reached the figure of nearly 90,000 
in the following year. The Superintendent of Insurance calculated 
that the average commission per annum accruing to each agent 
amounted to something less than Rs. 30. Naturally the ‘mortality’ 
amongst the agencies was also high. It was observed that one third of 
the total number of licensed agents did not renew their licences in the 
next year, these apparently being casual agents who did not care to 
continue in the line. In an article written in 1952 Shri N. V. Nayudu 
pointed out that from 1 946 onwards the number of persons who held 
licences to act as insurance agents had crossed the 2 lakhs mark with 
corresponding increase in the cessation of agencies. In 1 948 itself over 
86,000 persons stopped doing insurance business. Inspite of the tre- 
mendous increase in the insurance business, Shri Nayudu’s calculations 
showed that the per capita commission earned was less than Rs. 350. 
per annhm. The statistics also revealed that over 26% of agents were 
women. 

The handicaps under which an Indian insurance agent had to work 
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were enormous. In a country where literacy was nominal and where 
insurance-mindedness even among the literates and educated classes 
was rare, the agent had to create a field with all the persuasiveness that 
he could command and even then in 8 cases out of io he had to face 
refusal at the time of the closing. Then in the two cases booked by him, 
he had to oblige the parties by foregoing a major portion of his com- 
mission by way of rebate. Inspite of having to work under such dis- 
couraging circumstances, a few persons took to insurance selling as a 
career and profession in all sincerity. Such persons were also en- 
couraged by some of the companies. For instance, as far back as in 
1 933-34, the ‘Sun Life’ retained only such agents who completed a 
business of Rs. 40,000 per year. In those days the average salary 
of an office clerk was Rs. 35/40 per month. The difficulties of an agent 
in procuring business could be imagined. The problem of the insurance 
companies was to create full-time agents. However^ the part-time 
agencies heavily out-numbered the whole timers due to the 
prevalence of branch office system and the attempts to procure more 
and more new business. It was advocated that for restricting the 
number of casual agents a system of licensing, qualifying a person 
to work as an agent, should be introduced. The law stipulated such 
licensing but could provide only with disqualifications and it was left 
to the companies to recruit persons with some minimum qualifications 
and necessary aptitude for the agency work. Unfortunately, the un- 
healthy rivalries and rush for figures did not allow the private com- 
panies to make any such efforts, barring the exception of a couple of 
leading companies who, in the last stages, realised the importance of 
agents’ training and took active steps in that direction. 

The very difficulties of the insurance agents compelled them to 
join together. We read of conferences of representatives of different 
companies as well as associations of insurance agents. One of their 
demands used to be a higher rate of renewal commission and lesser 
commission on first year’s premium to check the evil of rebating. Some 
of the insurance companies also came to recognise the importance of a 
stable agency force and made efforts to make the profession more 
attractive for them. The ‘Oriental’ introduced a Representative 
Family Benefit Scheme as early as in 1934. The ‘Ideal Democratic’ 
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S. S. ALT 


provided for agents’ director on their board. Every company could 
boast of a select band of veteran full time professional agents and the 
most well known of them in the pre-nationalisation era was Shri 
S. S. Ali. 

Shri Shamsher Ali started his career as an agent in 1924. His 
yearly turn-over of business in the next few years, placed him amongst 
the world’s leading insurance agents and the first in Asia for several 
years. Inspite of attractive offers of executive positions in several re- 
nowned insurance companies, he chose to remain an independent agent 
for nearly 35 years of his life, bringing lustre and honour to his 
profession and setting an example worthy of emulation. Shamsher 
Ali shared with others his varied experiences through his writings. 
His bo«ks, mostly autobiographical, were practical guides for success 
to others of his fraternity and source of inspiration for young men 
to take up life insurance salesmanship. The following quotation 
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reveals the character of the man : “I am glad I stuck to life in- 
surance, because it has given me an insight into different phases of 
life which I probably could not have got through in other profession. 
It has not only taught me to respect others, but it has also taught me 
how to elicit loyalty and respect from others . . . It has taught me the 
great lesson that work does not kill anybody; that to a man who wants 
to master his destiny, his work is his greatest recreation. .*. . life of a 
salesman, however, is not an easy one. He can never relax.” 

The Great Builders 

The insurance companies in this country, as elsewhere, have been 
great builders. Many of the imposing structures in the commercial 
quarters of big cities would be found to have been put up by insurance 
offices. Even the smaller companies invested their funds in buildings. 

The Diamond Jubilee Brochure of the ‘Oriental’ summarises suc- 
cintly the reasons for such endeavours in these words : “Experiences 
proved that the erection of properties in towns where the company 
has branches creates confidence in the minds of the insuring public 
and gives a fillip to the new business in the districts. Apart, however, 
from their value as an advertisement, the company’s properties have 
proved a highly profitable investment. ...” M. Ct. M. Chidambaram 
Chettiar concurred with these views when in 1937, at the time of 
opening of the company’s Calcutta buildings, he observed: “You will 
undoubtedly be glad to know that there are not many buildings even 
in that City of Palaces which surpass the ‘United India’ building in its 
general attractiveness of appearance or architectural beauty. You will 
also be glad that from the investment point of view our anticipations 
are fully justified and that we now get a yield of about 6% on the 
amount spent for the acquisition of the buildings.” 

The different designs and architectural splendours of the various 
‘homes’ of insurance offices can be observed from some of the pictures 
appearing in this volume. The companies were naturally proud of 
their achievements. We come across the following in a ‘Bombay 
Mutual’ Souvenir of 1935: “The new r home of the ‘Bombay Mutual’ 
is at once a symbol and epitome of Bombay’s commercial and archi- 
tectural progress. . . . The junction of two main roads, Hornby Road 
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NATIONAL BUILDING, CALCUTTA 


UNITED INDIA BUILDING, MADRAS 


BOMBAY MUTUAL BUILDING, BOMBAY 




LAKSHMI BUILDING, NEW DELHI 



and Pherozeshah Mehta Road, naturally suggested the position of the 
main entrance on the ground floor of the building, which, being a 
corner, had to be rounded off, and this lead to the natural conclusion 
that it should be a crowning feature of the whole structure. The out- 
come was the construction of a dome soaring high in the air, reaching 
a height of too ft. — a height 30' above that permissible for buildings 
laid down by the Municipal Act, but in this case allowed by that body 
as a special case. The panoramic view from this dome commands the 
greater part of the city of Bombay and the dome itself has created a new 
landmark.” The ‘Industrial and Prudential’ was proud of the fact that 
the architecture of their new building at Churchgate, Bombay com- 
bined eastern individualities with modernity and most of the mate- 
rials used in the building were of swadeshi manufacturers; even two 
of the four lifts set up in this building were made in India. Every build- 
ing would present a significant tale of its own and a special study would 
be necessary to cover them all. When the Life Insurance Corporation 
took over the management of insurance business, it inherited as many 
as 541 items of immovable properties with a total book value of 
Rs. 19.27 crores. 

While the office buildings proved a good source of investment, the 
insurance companies, at least some of them, turned to housing schemes 
to provide safe investments with higher yields and even more to add 
to their prestige as national service institution. It was often suggested 
in some quarters that there was great scope for life insurers to invest 
money in housing schemes. The example of American companies, 
particularly of the ‘Metropolitan’ of New York was frequently quoted 
in this respect. The Superintendent of Insurance pointed out in 1 947 : 
“Even in a country like U.S.A. only 1 0 % of the total funds is legally 
considered safe for investment in housing schemes and a company like 
the ‘Metropolitan’ in practice considers only 3 % safe. In India with its 
much smaller amount of total life insurance funds and with a less 
educated and organised public, it cannot be said that the percentage 
of insurance moneys that can safely be placed in housing schemes can 
be higher.” 

After independence the national government looked to the insurers 
for development of housing schemes and a plea to that effect was made 
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in 1950, by Shri Morarji Desai, then Home Minister, Bombay, while 
inaugurating a Housing Colony at Chembur, constructed with the 
help and cooperation of the ‘Empire’. Following the outbreak of the 
Second World War, there was an increasing shift of population from 
rural to urban areas resulting in abnormal demand for accommoda- 
tion. The Government of India, therefore, drew a programme for con- 
struction oi a large number of houses for industrial workers and per- 
sons of lower income levels and the assistance of insurance companies 
was invoked in this direction. 

The biggest effort made by an insurance company for land develop- 
ment and housing projects was by the ‘Hindusthan’. The success at- 
tained by the Hindusthan was due mainly to its investment policy. With 
his keen judgement and foresight Shri Surendra Nath Tagore visua- 
lised that investment in land, in and around Calcutta, which was a 
growing metropolitan city, with a view to developing such lands into 
housing estates and selling in plots would not only be a profitable 
proposition but a social service too, eventually yielding rich dividends 
to the company. He was ably assisted in this huge project by Shri N. R. 
Sarkar. The Calcutta Improvement Trust was also developing large 
stretches ofland in southern suburbs, and the Hindusthan carried out its 
scheme in competition with the Trust and on more favourable terms. 
They had a very favourable reception from the public because of their 
reasonable prices and facility of payment by easy instalments being 
available. Its impact on housing, particularly on middle class housing, 
was immediate and on a wide scale, enabling as it did, a large number 
of people to build their own houses. Among the Society’s early schemes 
of developments, numbering in all 14, the well known were Bally- 
gunge Place, Hindusthan Road, Hindusthan Park, South End Park, 
New Road (Alipore) and Ekdalia Road schemes. Areas which once 
were barren land became dotted with numerous modern buildings 
and some colonies became the most beautiful and aristocratic quarters 
of the city. Apart from its mortgages on buildings under construction in 
its housing estates, the Hindusthan’ also invested every year a large por- 
tion of its funds on first mortgage on properties in Calcutta and other big 
cities. The mortgages were mainly confined to buildings used for residen- 
tial or commercial purposes. The mortgage portfolio of the Hindusthan 
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like its land development portfolio was the biggest of al! companies. 

The ‘Bombay Life’ at the time of its inception had thought of com- 
bining insurance business with that of a building society. A special 
chapter was added to its Articles of Association for this purpose. Ex- 
perience, however, showed that the promoters were ahead of the times 
by some 20 years. After the lapse of that period the company was able 
to render financial assistance to Co-operative Housing Societies and 
at the same time to secure proposals for life insurance from the mem- 
bers of these societies. The ‘Industrial and Prudential’ constructed 
residential quarters in a compact colony at Santa Cruz, a suburb of 
Bombay. Several other companies like the ‘Goodwill’ and the ‘Asian’ 
also had their own schemes of residential flats. In 1937, the ‘Common- 
wealth’ also constructed a colony at Poona and from the point of view 
of remunerative investment the same proved to be completely satis- 
factory and as safe as gilt-edged securities. The ‘Neptune 1 of Bombay 
had an ambitious scheme of purchasing the Mumba Devi Tank with 
the object of filling in the same and constructing premises thereon so 
as to bring about some mitigation in the shortage of business and 
residential accommodation. The project, however, remained incom- 
plete due to nationalisation of the business. The New India ac- 
quired a vast area in another suburb of Bombay — Vile Parle — with 
plans to build a complex of office buildings and residential quarters. 
Today on this plot the L.I.C. has its biggest residential colony with 
nearly six hundred staff quarters. 

The ‘ Prithvipakkam’ was planned as a little garden colony situated 
in Ambattur — a healthy suburb about 10 miles west of Madras. This 
housing scheme sponsored by the ‘Prithvi’ provided a unique opportu- 
nity to people of the lower income groups to own a house for the rent 
they paid. In this scheme, new ideas like hollow blocks in building 
construction were introduced to reduce the cost of the buildings. The 
literature brought out by the company at this time gave detailed 
technical data for making hollow blocks. 

The mortgage loans satisfied the requirements of security and yield. 
They could also be distributed geographically. However, thS insurer 
had to go very carefully into the question of the ability of the borrower 
to fulfil his covenants before making an advance. Mortgages, being a 
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specialised form of investment, needed skill and experience in their 
management and thus only the bigger companies could handle them 
with facility and life offices in India followed a conservative policy in 
this form of investment. 

Social Aspects 

Sir C. V. Raman, the world famous physicist, had some claim to speak 
on insurance as he was an insuranceman early in his career having 
been in-charge of Postal Insurance in Bengal. He said about insurance: 
[“There is in human life the element of chance. It was the duty of 
the Science of Insurance to analyse and experiment with the chance 
and neutralise its harmful effects. By insurance one could cheat the 
God of Death, Yama, and leave wife, children and dependents, if the 
worst happened, in a position which could not be otherwise possible.’^) 
However, this course was available only to those who chose the same 
prudently. Life insurance was, therefore, called by different authorities 
as voluntary insurance, optional insurance or commercial insurance. 
The voluntary or optional character of this form of social security 
limited its benefits largely to those members of the society who were 
comparatively well-to-do, as only those whose income exceeded their 
cost of living and who were in a position to put by something for the 
future could afford to purchase it and the poorer sections of the society 
who needed security most did not for the most part receive its benefits 
except through industrial insurance and group insurance. This was 
more so in our country where only ordinary life insurance had made 
some headway, where provident societies had not had any proud 
record of achievements and where group and industrial life insurance 
were not much in vogue. 

Even the limited protection offered to selected groups was watered 
down by the heavy lapsation of policies experienced by the industry. 
An insurance protection intended to last throughout the life time of 
the policyholder, sometimes starting even during the formative years 
of a child, often ceased within a year or two of its commencement. 
Nearly a quarter of the new business written every year went out of 
the books within a year, and two-fifth in two years. 

While life insurance industry could not do much in the direc- 
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tion of providing industrial insurance or checking the lapses, some 
efforts were made in another important direction, that of health edu- 
cation, though only in later years and on an experimental scale. The 
efforts of the ‘Oriental’ were limited to the giving of useful and sound 
advice to its policyholders in regard to health and longevity. Small 
pamphlets written in simple, but crisp language, in vernaculars also, 
indicating what precautions should be taken in case of illness and 
how to avoid diseases were printed and distributed to all policyholders. 
This was in early 1920’s. These steps were based on the experience 
of American companies whose efforts in this behalf were more varied 
and on larger scale. Apart from issuing circulars to policyholders, their 
prpgramme included periodical health examination, guidance to 
second class lives, -advice to rejected lives and rendering of financial 
help to public health movements and associations. The American 
experiment showed that the expenditure thus incurred came back to 
the companies several fold in the shape of lesser claims and thus both 
the companies and their clients were benefited. Dr. Cursetji had re- 
ferred to the details of such experiments in the U.S.A. in his book. 
Hon’ble N. R. Sarkar also referred to this aspect in his presidential 
address of the I.L.A.O.A. in February 1933 : “There is an important 
matter which was exercising my mind for some time regarding the 
extension of our services in the cause of humanity in general and our 
policyholders in particular. In my opinion the time has come when we 
can atleast make an experiment in the direction of providing better 
health advice, medical relief and education to our countrymen and 
the policyholders.” 

The Indian insurance companies, however, could not go beyond 
issuing pamphlets and advertisements and that too by very few 
companies. We come across an advertisement by the ‘New Asiatic’ 
under caption — ‘Cancer can be cured.’ It was added at the end that 
‘this warning is issued in the interests of public health in India. These 
interests and those of the signatories of this advertisement are identical’. 
The ‘India Equitable’ had brought out a beautiful set of attractive 
posters covering topics like — ‘Believe in fresh air and sunshine’, 
‘Drink more milk and eat more fruit’, ‘Joy of occupation’, ‘Cultivate 
hospital habit — it assists to reduce maternal and child mortality’, etc. 
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TOWARDS A SOCIALIST SOCIETY 


The demand for nationalisation of the life insurance industry was 
repeatedly made in the past but it gathered momentum in 1944 when 
a bill to amend the Insurance Act, 1938 was introduced in the As- 
sembly. Naturally there was considerable opposition in the insurance 
circles which dubbed it as a “fashion” of the times. As the demand 
became more insistent, a campaign started opposing the same and 
highlighting the possible drawbacks of a state enterprise. The company 
reports and insurance journals from this year onwards referred to this 
controversy time and again. In the Year Book 1945, Shri V aidya- 
nathan, the then Superintendent of Insurance, dwelt at length marshal- 
ling all the arguments against nationalisation. But the Year Book for 
the following year had a surprising feature as regards this controversy. 
Shri M. A. Aziz Ansari had succeeded 'Shri Vaidyanathan and, al- 
though he did not say in so many words that nationalisation of insur- 
ance was desirable, he met all the arguments put forward against 
nationalisation. 

The controversy was ably summed up in the Year Book as under : 

Arguments against Nationalisation Arguments for Nationalisation ( and answers 

to the arguments advanced against National- 
isation) 


1. The State-managed business will 
not have the experience, the expert 
knowledge and years of training 
behind it. 


1 . The State could profit by the exper- 
ience of those m business now by 
employing them, to suggest that these 
men will not co-operate is a reflection 
on their patriotism. 
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Arguments against ' Nationalisation 


2. The State-run schemes must, of 
necessity, be rigid and bound by 
red tape and will lack the flexibility 
so necessary for an enterprise of this 
kind. 


3. Efforts made in the past in the 
United Kingdom ended in failure. 
We cannot hope for anything bet- 
ter. 


4. Variety in schemes will go. 

5. Popularisation of insurance will 
suffer. 


6. Agents will suffer. 


Arguments for Nationalisation ( and answers 
to the arguments advanced against National- 
isation) 

2. Whatever might have been the case 
in the past, to assume that these de- 
fects are inherent in the system is 
a totally unwarranted assumption. 
Government was running successfully 
such enterprises as Railways, Posts 
& Telegraphs, Telephones, etc. in 
peace-time. During the War, the 
Government took over many other 
activities and ran them successfully. 

3. The United Kingdom scheme was 
started without agents and was never 
given a fair trial. Any way, the world 
has moved very much since. In India, 
Mysore is running a State-scheme 
successfully and in competition with 
the best private insurers. 

4. Not at all. What private insurers 
can do, the State also can. 

5. Just the reverse. The State can pub- 
licise insurance as such whereas in- 
surers now, more often than not, are 
keen on publicising their individual 
merit. There can be planned publicity 
and all areas can be developed in- 
stead of concentrating on the fertile 
ones alone. 

6. Just the reverse. They can be trained 
in their profession whereas now they 
receive little or no training. Each 
agent can be given a sufficiently big 
area which will yield a fair income. 
The status of agents will improve as 
well as security of their employment. 
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Arguments against Nationalisation 


7. Healthy rivalry will cease. 


8. Inefficiency will be masked by 
State subsidy. 

9. Exports (i.e. doing insurance in 
other countries) will cease. 


10. There will be a setback to techni- 
cal progress. 


11. The proposal will be expropriatory 
in nature. It will take away the 
living from the present employees. 


Arguments for Nationalisation (and answers 
to the arguments advanced against National- 
isation) 

7. Competition is not always necessary 
for efficiency. On the contrary, it 
may be wasteful. 

8. Cost-accounting can always be em- 
ployed to ascertain the true position. 

9. Not necessarily; m any case, India is 
a net importer now and from this 
to self-sufficiency is a good step for- 
ward. 

10. Just the reverse. People in Govern- 
ment service have contributed and 
can contribute their quota to techni- 
cal progress. Besides, pooling of 
technical skill will yield better results. 

11. Fair compensation can be paid. All 
efficient men, including the agents, 
can be absorbed. 


Other Reasons for Nationalisation 

(a) The policyholders, unlike now, will have cent per cent security. 

(b) Expenses will be very much reduced due to 

(i) absence of duplication (managers, agency managers, actu- 
aries, inspectors. Head Office buildings, etc.) 

(ii) Absence of wasteful competition. 

(iii) Economy which is possible only in large scale enterprise. 
The saving in expenses will accrue to the benefit of the policy- 
holders. 

(. c ) Better service due to absence of profit motive. 

(d) The dividends to shareholders will be saved. 

(e) The funds will be available for nation building activities. 

(/) At present a company can be wound up only when it is insolvent. 
The loss caused to many innocent policyholders by unscrupulous 
or inefficient management will be avoided. 


257 



(g) Insurance is a social service and should therefore be in the hands 

of the Government.” 

The Insurance Amendment Bill was pending before the Legislature 
for a number of years and it was supported by two groups for different 
motives. One group supported the bill as a compromise formula which 
may stave off nationalisation, while the other group supported it as a 
step towards nationalisation. Due to the varying pressures of circum- 
stances, a situation had been created in which a common formula was 
supported by two conflicting groups. There was even a move to intro- 
duce a non-official resolution recommending to the Government 
nationalisation of the industry in the Budget Session of the Constituent 
Assembly itself. 

Momentum 

The subject figured prominently in the early fifties. In the Nehru- 
Narayan correspondence in 1953, Shri Jaya Prakash Narayan, refer- 
ring to this point, said : “You will find that we have suggested nation- 
alisation in two spheres — (i) Banking and Insurance and (ii) Mining. 
You had told me that while you considered it unnecessary to nation- 
alise everything, the State must occupy the strategic point in the 
economy. We consider that one of the most strategic points is Banking 
and Insurance. Asoka told me that Mr. Deshmukh was himself think- 
ing somewhat on these lines”. The expansion of the activities of the 
Postal Department was also apprehended as an effort to introduce 
indirect nationalisation. 

The Government did not keep its views secret. The Union Legis- 
lature was told that the question of full or partial nationalisation of 
insurance, or the entry of the State in the field, continued to be under 
study. It was also stated that the Controller of Insurance had been 
asked to utilise the opportunity of his visit in 1954 to Australia and 
New Zealand to observe the working of the State-run insurance 
schemes in those countries. When it became more and more apparent 
that the Government was serious about the proposal, different argu- 
ments were advanced against the step and a number of alternatives 
were suggested by the interested parties. It was pointed out that 
wherever an attempt was made for nationalisation, as in Britain and in 
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Norway, it was found that the disadvantages far outweighed the ad- 
vantages. ‘Mutualisation’ was advocated as a suitable alternative to 
nationalisation. 

There were others who accepted Government interference as not 
being without merit and being inevitable in the pattern of economy to 
which the country stood committed, the realistic course being to dis- 
cover how intervention could be harnessed to the best advantage of 
the business. Such moderate views were lone cries. The staff associa- 
tions came out in full support of the Government taking over the 
business. The Field Workers’ Association predicted that “Our country 
is committed to socialistic pattern. This presupposes the fact that what 
affects one cannot be a matter of indifference to others. We either grow 
in co-operation or destroy ourselves. Some big insurers have just failed 
to realise this eternal truth that they will not live when others are 
gone. Nationalisation of insurance is in the offing.” 

Under this shadow of impending nationalisation, those who did 
not favour the proposal spared no pains to keep it off. Adverting to 
references to the possible nationalisation of Indian insurance made 
from time to time in official quarters and in Parliament as well as out- 
side it, Shri A. D. Shroff, Chairman of the New India submitted in 
1 955 that such references did incalculable harm to the cause of Indian 
insurance, whose activities were far-flung and embraced long term 
contracts. He claimed that efforts have been made by state enterprises 
to reach high standards but there was no example, to his knowledge, of 
any such unit having recorded anything like success achieved by 
private insurance. In his opinion : “In the present conditions under 
which life insurance is operating in this country, it is already very 
close to what the nationalised life assurance can be, in terms of the 
returns to the insured. Thus the insurance industry, as far as I can 
judge, is not a fit subject of nationalisation, primarily because of its 
international character and because of the highly technical and in- 
dividualistic nature of services it calls for.” 

In an article on the Scope and Future of Life Insurance in India, 
written in 1953, Shri L. S. Vaidyanathan, after pointing out “that 
nationalisation would not necessarily mean that the policyholders’ 
interests would be better safeguarded, that the major portion of the 
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funds of life insurance companies was already available to the 
Government by virtue of the provisions of the Insurance Act regarding 
investments, that nationalisation will not provide the Government 
with more resources, that nationalisation would not necessarily mean 
a reduction in the cost of Insurance” concluded that, “if nationalisa- 
tion does take place, there is every possibility of the insuring habit in 
the country*'diminishing, for insurance is a commodity which is not de- 
manded by itself but has to be sold and as such needs all the sales 
campaign fostered by healthy competition which, when the business is 
nationalised, will cease to exist.” The Insurance World wrote in 1955 • 
“Any proposal to nationalise the industry at this stage can only lead 
to disastrous confusion which will seriously interfere with the Govern- 
ment’s programme for stepping up the rate of savings for the imple- 
mentation of the Second Five Year Plan.” 

A feeling was gaining ground in responsible insurance circles that 
top-ranking companies should set an example to smaller insurers in 
the matter of business ethics, so that the abuses that had crept in and 
served as a pretext for nationalisation might be completely eradicated. 
Setting up of regional councils to direct the affairs of groups of com- 
panies, so that big insurers could help the smaller companies in the 
matter of investments and technical services, was suggested. To enable 
the private sector to fare better, the Government was asked to make 
available a few simple facilities like collection of premiums through 
Post Offices in rural areas and services of the village administration 
for verification of claims and proposers. It was urged that the private 
enterprise could deliver the goods. These circles became hopeful when 
the Finance Minister made a cautious statement : “I cannot say 
whether insurance will be nationalised or not, but I am certain that 
the possibility of augmenting our resources is more to be found in 
Insurance than in Banking”. They presumed that the Government 
was more reserved perhaps due to its recent experience of nationalised 
Air Lines. 

A suggestion to set up a high level Enquiry Commission to study 
the question of nationalisation was rejected by Shri M. C. Shah, then 
Union Minister for Revenue and Civil Expenditure at a meeting in 
Patna when he referred to the malpractices and cut-throat competition 
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and added, “If by nationalising the industry, the Government could 
activise the insurance and put an end to malpractices, no patriotic man 
should raise his voice against it”. Amidst this atmosphere 43 Members 
of Parliament tabled a resolution in the Lok Sabha expressing the 
view that insurance should be nationalised at an early date. 

A section of opinion felt that the affairs of the Bharat precipitated 
the crisis and prompted the Government to take early action. It 
appears that during the physical verification in January 1955 of 
the Government Securities on hand as at 31st December 1954, the 
auditors were not satisfied with respect to certain matters particularly 
with regard to the purchases and sales of securities and asked for pro- 
duction of the securities and a satisfactory explanation of the securities 
not with the company in Delhi. This was followed by an investigation 
under Section 33 of the Insurance Act which was ordered by the 
Central Government. This investigation disclosed that securities of 
the face value of Rs. 2 . 20 crores were missing on the date of investiga- 
tion. Towards this, securities of the face value of Rs. 26.25 lakhs were 
deposited with the company on September 23, 1955 and the balance 
was “missing”. The Central Government appointed Shri M. J. Rao 
as the Administrator on September 26, 1955. On the date of his as- 
suming charge, securities of the face value of Rs. 1 . 94 crores were not 
with the company. This was an alarming situation as the Life Fund 
of the company as on December 31, 1954 amounted to about 
Rs. 6.87 crores and the value of the missing securities was a substantial 
portion of the Life Fund. In order to protect the interests of the policy- 
holders, the Administrator issued a series of orders on Shri R. Dalmia 
and others. Dalmia offered to pay Rs. 1,84,50,000 to be adjusted to- 
wards the shortfall and the deficits in the funds and towards other 
claims against him. He also agreed and undertook to make good if any 
other sums were found due to the company by way of shortfall, etc. 
Guarantees from Shri S. P. Jain and Shri J. Dalmia were also procured. 
Having regard to the unconditional nature of the offer and the admis- 
sions made by Dalmia that such payment would not absolve him from 
criminal liability, the Administrator accepted the payment* and the 
amount was credited to the company on the 18th and 22nd of November 
1955. Thus the interests of the policyholders were fully safeguarded. 
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An Historic Day 

The President of India promulgated an Ordinance on January 19, 1956. 
By the Life Insurance (Emergency Provisions) Ordinance the 
management and control of life assurance business in India, including 
the foreign business of Indian insurers and the Indian business of 
Foreign insurers, vested in the Central Government. The life insur- 
ance business thus passed from the private sector to the public sector. 
This was the first step towards complete nationalisation, a step never 
before attempted' anywhere on such a large scale. 

On the same day, Shri C. D. Deshmukh, India’s Finance Minister, 
explained the Government’s decision in a broadcast over the national 
network. He asserted that the nationalisation of life insurance was a 
further step in the direction of more effective mobilisation of the 
people’s savings and that the Government “have not been influenced 
by any doctrinaire dislike of private enterprise in reaching our deci- 
sion. Were that so, we would not have left alone the other big sector, 
the General Insurance”. He pointed out that, though insurance was a 
type of the business which ought never to fail if properly run, there 
were as many as 25 life insurance companies which went into liquida- 
tion during the previous decade and another 25 had so frittered away 
their resources that their business had to be transferred to other com- 
panies at a loss to the policyholders. Shri Deshmukh observed : “The 
- misuse of power, position and privilege that we have reason to believe 
occurs under existing conditions is one of the most compelling reasons 
that have influenced us in deciding to nationalise Life Insurance.” 
Commenting on the arguments against nationalisation he stated that 
wherever there had been a whole hearted attempt by the state 
nationalisation had been an unqualifying success even in the face of 
severe competition from the private sector, and failures wherever they 
occurred, had been due to the half-hearted manner in which the ex- 
periments were tried. According to him far too much was claimed for 
the efficiency with which private enterprise was run. The Finance 
Minister expressed the Government’s determination “to see that the 
gospel ot insurance is spread as far and wide as possible, so that we 
reach out beyond the more advanced urban areas well into the hither- 
to neglected rural areas.” 
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Shri Deshmukh. concluded his speech with the remarks: ‘■'The 
nationalisation of life insurance will be another milestone on the 
road the country has chosen in order to reach its goal of a socialistic 
pattern of society. In the implementation of the Second Five Year 
Plan, it is bound to give material assistance. Into the lives of millions 
in the rural areas it will introduce a new sense of awareness of building 
for the future in the spirit of calm confidence which insurance alone 
can give. It is a measure conceived in a genuine spirit of sendee to the 
people. It will be for the people to respond, confound the doubters 
and make it a resounding success.” 

While moving the Life Insurance (Emergency Provisions) Bill 1956 
to replace the Ordinance, the Minister for Finance in his speech in 
the Lok Sabha on February 29, 1956 explained briefly the reasons 
which compelled the Government to take the major decision, national- 
isation. The Administration of the (Insurance) Act had afforded an 
opportunity to the Government of taking an overall view of the entire 
industry in its various ramifications. An appraisal from “the point of 
view of the policyholders, shareholders, commission agents and, in 
fact, every interest concerned” showed “that life insurance (today) was 
not being managed either efficiently or with an adequate sense of 
responsibility.” From a study conducted with no preconceived notions 
and strictly on pragmatic lines it was concluded : “The industry was 
not playing the role expected of insurance in a modern state and 
efforts at improving the standards by further legislation, we felt, were 
unlikely to be more successful than in the past. The concept of trustee- 
ship which should be the corner-stone of life insurance seemed entirely 
lacking. Indeed, most managements had no appreciation of the clear 
and vital distinction that exists between trust moneys and those which 
belonged to joint stock companies — that is to say, owned by the share- 
holders themselves.” 

Shri Deshmukh then proceeded to give his concept of a well-run 
insurance company as : “Firstly the business must be conducted with 
utmost economy and with the full realisation that the money belongs to 
the policyholder. The premium must be no higher than is warranted by 
strict actuarial considerations. The fund must be invested as to secure 
the maximum yield for the policyholders that it may be possible to 
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secure consistent with the safety of the capital. It must render a prompt 
and efficient service to its policyholders and by its service make in- 
surance widely popular. Finally, the management must be conducted 
in a spirit of trusteeship, as I have said”. 

He proceeded to analyse the situation actually existing under each 
of these criteria to show how they were being observed more in 
the breach 5 and concluded that the truly well managed companies are 
a minority, a very small minority. He said : “Lakhs of policies are to- 
day insecure affecting lakhs of families. There is no justification for 
allowing such a state of affairs to continue. Insurance is a business in 
which there ought never to be a failure and not a single policyholder 
should ever find his life savings in danger. . . . Insurance is an essential 
social service which a welfare State must make available to its people 
and the State must assume responsibility for rendering this service, 
once it is clear beyond reasonable doubt that it cannot be provided in 
any other manner. So, while it is the failure of the general run of 
insurance companies to live up to the high traditions demanded of 
them that has led the Government to take this step, I would like to 
emphasise that nationalisation in this field is in itself justifiable”. 

The nationalisation raised high hopes in the minds of the public. 
The staff of the insurers were jubiliant. Shri Shriman Narayan, 
General Secretary of the Indian National Congress, in an introduction 
to the brochure ‘Insurance Business in India’ by Shri H. D. Malaviya, 
mentioned : “The nationalisation of the life insurance is to be wel- 
comed because it is an important step in the direction of establishing 
the pre-eminence of the Public Sector in the economy of India. The 
historic Avadi Resolution expressed the ambitions and aspirations of 
millions of our countrymen, and we do hope that the process begun 
with the nationalisation of life insurance business will soon extend to 
banking and other fields. There is need for an extended public sector 
to provide for large planned development to prevent emergence of 
inequalities and to discourage greater concentration of economic 
power”. 

The Indian Merchants’ Chamber, Bombay, in a statement con- 
veyed its Committee’s strong objection to the procedure adopted by 
the Government to give effect to the decision, as, by such method, the 
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interests concerned have been deprived of their legitimate opportunity 
of placing their considered views and suggestions before the autho- 
rities in time. The Insurance World commented : “It has been sug- 
gested that the taking over could have been accomplished with greater 
consideration for the feelings of the people who have played a great 
role in building up life insurance in India to its present magnificient 
stature. Shri A. D. Shroff regretted that the Finance Minister’s speech 
revealed “tragic sense of unfairness in that there is not a word of ap- 
preciation for the management of those companies which, through 
enterprise, high standard of integrity and judicious investment of 
funds are handing over to the country today institutions of which any 
fair-minded Indian would be proud”. 

The Interim Period 

The Ordinance was the first step to nationalisation, yhe companies 
retained their separate entities and ownership continued with the 
shareholders or the members but the management of the controlled 
business of all insurers viz., 154 Indian Life Offices, the Indian busi- 
ness of 16 Non-Indian insurers operating in India and 75 Provident 
Societies vested in the Central Government. On and from the Ap- 
pointed Day the persons in charge of management of business con- 
tinued to be so but acted for and on behalf of the Central Government 
and subject to such direction as the Government issued. This arrange- 
ment continued till the appointment of Custodians which was done 
on January 20 itself in respect of all the important offices. The ‘con- 
trolled business’ of all insurers was managed by the Custodians on 
behalf of the Central Government till it was vested in the Life Insurance 
Corporation of India on September 1, 1956. A Committee of Custodians 
was formed for advising the Government. 

The first result of nationalisation was the announcement of uniform 
rates of premium and policy conditions. The new rates were the cur- 
rent rates of premium quoted by the Oriental less Re. 1 for every 
Rs. 1,000 sum assured for all terms and ages and for all plans of 
assurances. The policy conditions were also to be the same as ‘those of 
the Oriental. These rates and policy conditions were made applicable 
to all policies in respect of which the risk commenced on or after 
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January 20, 1956. Certain remarks of the Finance Minister were inter- 
preted by some to mean, that a further reduction in the premium rates 
was likely to occur in the near future and hence he clarified in the 
Parliament that the Government had no intention to undertake any 
such review of the rates of premium of life insurance. This was ad- 
vertised widely so that the prospective clients need not hold up their 
proposals. Another advertisement under the caption “National Pros- 
perity with Personal Security” explained how the nationalisation 
affected the insuring public in general and the policyholders in parti- 
cular as also the life insurance agents and Field officers. 

During the interim period the authorities were faced with formid- 
able difficulties presented by the problems of integration and organisa- 
tion of life business under a single set-up. The task of finally integrating 
the controlled business of 245 different units was no easy job. These 
units differed widely in age, size, pattern of organisation and practically 
in every respect of their working. Their total assets on August 31, 1956, 
when the Custodians ceased functioning, were Rs. 41 1 crores and the 
total number of policies in force were over 50 lakhs assuring a sum of 
more than Rs. 1250 crores. In respect of composite insurers the 
physical separation of scrips pertaining to controlled business pre- 
sented its own problems. The subsidiaries of three Unit companies, viz. 
The Oriental Fire and General, The National Fire and General and 
the Asiatic which were doing general insurance business also passed 
on to the Government. The most complicated problem pertained to 
the grouping of the Head Offices of the insurers on the one hand and 
and the integration of the branches on the other. The process of inte- 
gration had, therefore, necessarily to be spread over a period and was 
to be carried out in stages. Initially the Government was undecided 
over continuance of foreign business and there were anxious enquiries 
■whether the companies would be free to carry on such business. Ulti- 
mately, the Life Insurance Corporation not only managed the existing 
business of the erstwhile insurers abroad but also extended its acti- 
vities to other countries. 

The"' payment of compensation to different bodies was another 
complex problem. A detailed scheme for this purpose was incorporated 
in the Life Insurance Corporation Bill and the final Act. The 
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companies were gz imped as proprietory, non-Indian ’and Mutual 
companies. The compensation 10 the proprietory companies was 
related to the portion of sums allocated to shareholder at the last 
actuarial valuation at a date earlier than January i, 1955 with ad- 
justments for business done thereafter. For those companies which 
had not declared dividend or bonus out of valuation sui pluses, the 
compensation was determined on the difference in the ualue of the 
assets and the liabilities of the insurer on the basis specified in the Act. 
The compensation for companies having no share capital or having 
share capital on which dividend or bonus was not payable, was in the 
form of an addition to the sum assured. The non-Indian companies 
represented that their assets in India had in many cases been built 
with the funds brought out from their main offices and that these 
assets were much in excess of current policy liabilities. The Govern- 
ment allowed them to repatriate the excess assets. 

There were about 27,000 salaried employees under different cate- 
gories whose terms and conditions of pay, allowances and other bene- 
fits varied considerably. They had not only to be brought into one 
pattern of duties and grades but there was also the other more difficult 
problem of determining their rank interse. The pattern of organisation 
of the proposed Corporation was different from any existing earlier. 
The staff for the new Divisional Offices, 32 in number, had to be found 
and moved in time. This involved transfer of many employees for 
whom it was a new experience. 

The formation of the Life Insurance Corporation could not be 
delayed indefinitely and a bill for that purpose was introduced. While 
the Parliament and its Committees considered the same, there were 
suggestions from various quarters. Under the provisions of Section 12 
of the Bill the Corporation was empowered to reduce, if necessary, the 
amounts of the policies in the case of those insurers whose funds were 
in deficit. It was urged that no such distinction be made and all poli- 
cies should be backed by the guarantee of the Government in full to 
fulfil the ideal of nationalisation. Subsequently, the Corporation re- 
commended to the Central Government that the benefits under these 
policies be paid in full. Accepting this recommendation the Government 
agreed to meet the resulting deficit estimated at Rs. 70 lakhs from its 
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share of the' profits from Corporation’s business. Amendment of the 
Payment of Wages Act was suggested to enable the Life Insurance 
Corporation to get premiums deducted from salaries. Before the pro- 
posal to form a Corporation was announced a Chamber of Commerce 
gave as a ‘constructive suggestion’ that the Government should keep 
the various units as separate entities rather than merge them into 
one Corporation. When the formation of the Corporation was decided 
upon there was also some discussion about the location of its 
Head Office which was ultimately notified as Bombay. The initial 
proposal included only four Zones and there was a forceful demand 
for the creation of a fifth Zone which was finally approved. The 
Government was naturally anxious to see that the Corporation came 
into being at an early date but the entire programme was thrown into 
the melting pot due to the resignation of the Finance Minister, Shri 
C. D. Deshmukh, the architect of nationalisation. The matter was set 
at rest when "the Government spokesman indicated that the Life 
Insurance Corporation would be set up on September x, 1956. 
The appointment of Shri T. T. Krishnamachari to succeed Shri 
Deshmukh as the Finance Minister was welcomed in view of his 
experience of business and insight into the problems of the economic 
development of the nation. 

The service conditions of different categories of staff as well as 
agents had to be determined and they were naturally anxious to safe- 
guard their own interests. The Officers also formed separate Associa- 
tions which were affiliated to a Federation. The organisation of the 
Corporation did not have a place for chief agents and they were to 
be paid compensation and/or suitable appointments. 

The leaders of the Government were anxious that the Corporation 
was set up in such a way as to fulfil the ideals of nationalisation. Dr. K. 
N. Katju, then Defence Minister, inaugurating the first annual con- 
ference of the Officers’ Federation in July 1956 exhorted: “Certain 
points had been raised in respect of Field Workers who had been re- 
trenched. There is room for all the workers since the potentialities 
of the industry are great. With the skill, experience and efficiency 
the workers could tap hitherto untapped resources. The people of the 
rural areas are very receptive to new ideas, particularly when they are 
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c. D. DESHMUKH 


to their advantage. With the standard of liie increasing allround, the 
villages should be brought under the Insurance Scheme.” Shn Shriman 
Narayan also urged that the additional resources which were made 
available through nationalisation of life insurance should be mainly 
used for extending insurance facilities in the rural areas throug 
the village panchayats and Go-operative Societies. He added In the 
process of establishing a socialistic pattern of society, there is a danger 
of excessive centralisation and over-bureaucratisation. . _ 

With such great expectations and through such difficulties the 
Life Insurance Corporation of India came into being on September i, 
1956. The Prime Minister, Pandit Jawaharlal Nehru sent*a mem- 
orable message on this occasion a photo copy of which is reproduced 
on the next page. 
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MESSAGE 


Life insurance has a fairly long history 
in India and, in the coarse of these years * a 
number of great organisations were built up by 
private enterprise. And yet, it is true that, 
compared to many other countries, progress made 
in India was not great. 

At the beginning of this year, the Govern- 
ment of India took a significant step m declaring 
that life insurance would in future be a State 
concern. Since then, many steps have been taken 
to give effect to this declaration. And, now, 
the time has come when the Indian Life Insurance 
Corporation is going to take birth. 

Life insurance thus becomes one of the 
major State undertakings in India. It is an 
important step in our march towards a socialist 
society. Its objective will be to serve the 
individual as well as the State. The profit 
motive goes cut of It and trie service motive 
becomes much more dominant. 

I trust that this Corporation will serve 
an ever -increasing number of our people and will 
do this work in the true spirit of service. We 
require life insurance to spread rapidly all over 
the country and to bring a measure of security to 
our people. The large number of those who will 
serve this Corporation should keep in mind this 
objective and seek to realise it in their work. 
But, essentially, this great enterprise will 
depend upon the goodwill and cooperation of our 
people. I have no doubt that these will be forth- 
coming . 


So, on the occasion of the inauguration 
of the Indian Life Insurance Corporation, I send 
my good wishes to all those connected with it and 
all those whom it seeks to serve. 




New Delhi, 

August 24, 1356. 


FT. JAWAHARLAL NEHRU’S MESSAGE ON THE OCCASION OF INAUGURATION 
OF THE LIFE INSURANCE CORPORATION OF INDIA 



INITIAL HURDLES 


The motto adopted by the Life Insurance Corporation is ‘Yogakshe- 
mam Vahamyaham’. Translated into English it means ‘Your Welfare 
is my Responsibility’. These words are the last words of a Sloka from 
Shrimad Bhagvadgita — 

3 <rtf«rraa I Ananyaschintayanto Mam 
qgi*^ u Ye Jana : paryupasate, 

Tesham nityabhiyuktanam 
Yogakshemam vahamyaham 

Yogakshema 

The context in which these words occur in the original source, i.e. 
the Gita, is different. It is partly theological and partly philosophical: 
yet, nonetheless, practical. Lord Krishna declares herein that He 
carries the yoga, i.e. the prosperity, and Kshema, i.e. the security 
of those persons not worshipping others, but meditating (only) on 
Him, worship Him and are perpetually steeped in the performance of 
their duties. The meaning of these two terms ‘Yoga’ and ‘Kshema’ has 
been explained and defined by Sankaracharya as follows : 

srsrrcret stTT>f #t: i Apraptasya Prapanam Yoga: 

MWcW TOT #?: ll Praptasya Rakshanam Kshema : 

% 

Yoga means “getting the things one has not got” and Kshema — 
“Protection of the things one has got.” The sum and substance of 
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both the terms taken together would, then, be “daily maintenance 
in worldly life”. Both these terms have been found to be employed 
in the Shantiparva of the Mahabharat also, in similar but slightly 
changed context, as follows : 

qHTfqxff a i Maneeshino hi ye kechid 

wsrt farfewtjwiwiH j?fr: n Yatyo Mokshadharmina : 

Tesham Vicchinnatrushnanam 

Y ogakshemavaho Hari : 

Coming to the context in which the word has been employed 
as the motto of the L.I.C., one can interpret this word ‘Yogakshema’ 
from two different standpoints. If looked at from an individual policy- 
holder’s point of view, it would appear, it is he who practises Yoga, 
by working hard, day and night and earning money, which he had not 
done before snfFRTFr sttw; while it is the L.I.C. that carries on his 
(Policyholder’s) Kshema by assuring, ‘safety and security’. Looked 
at from a collective point of view, of the country as a whole, it is 
the L.I.C. which practises both Yoga and Kshema. It collects 
a vast amount of wealth from its innumerable policyholders by way 
of premiums and ensures the welfare of the whole country, including, 
of course, the policyholders by investing and directing the funds in 
activities which contribute to the economic prosperity of the country. 
Looked at from either angle, the ideal of Yogakshema, signifies the 
willing, well-meaning and spontaneous joint partnership between 
policyholders and the L.I.C., for the general weal of the whole country, 
(see Appendix i ) 

The L.I.C. 

In June 1956 the Parliament passed the Bill for nationalisation of 
life insurance business in India and for setting up of the Life In- 
surance Corporation of India. The Bill as passed is known as the 
Life Insurance Corporation Act (31 of 1956). The Corporation started 
functioning from September x, 1956. With effect from this date the 
Corporation became the sole agency for carrying on life insurance 
business in the country, the only exceptions being the Postal Life 
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Insurance and the compulsory schemes of life insurance Tor State em- 
ployees carried on by some State Governments with the prior approval 
of the Central Government. The Corporation is charged with the 
general duties to carry on life insurance business, whether in or out- 
side India and to so exercise its powers to secure that life insurance 
business is developed to the best advantage of the community. In the 
discharge of its functions under the Act, the Corporation is guided by 
such directions in matters of policy involving public interest as the 
Central Government may give to it in writing. It is a body corporate 
having a perpetual succession and a common seal with power to acquire, 
hold and dispose of property and may by its name sue or be sued. The 
Corporation consists of such number of persons not exceeding 15 as 
the Central Government thinks fit to appoint thereto and one of them 
is appointed by the Central Government to be the Chairman thereof. 
Following were the first members of the Corporation. 

Shri L. K. Jha, I.C.S. 

Shri B. K. Kaul, I.C.S. 
Shri L. S. Vaidyanathan 
Shri A. Rajagopalan 
Shri K. R. Srinivasan 
Shri V. H. Vora 
Shri D. P. Guzdar 

Lala Raghuraj Swarup 


Shri H. M. Patel, I.C.S. 

Shri Mohammed Hasham Premji 

Prof. D. G. Karve 

Sir Dhiren Mitra 

Shri S. M. Ramakrishna Rao 

Shri Chak-reshwar Kumar Jain 

Shri Vadilal Lallubhai Mehta 


Shri H. M. Patel, I.C.S., Principal Finance Secretary to the Govern- 
ment of India was appointed as a part-time Chairman. As Finance 
Secretary he had dealt with the nationalisation of life insurance and 
the various issues arising out of it. It was felt that if he took the 
Chairmanship for sometime the ‘teething troubles’ of the Corporation 
would be reduced. 

While the members of the Corporation decide the policy matters, 
the general control and direction of the affairs and business of the 
Corporation are entrusted to an Executive Committee consisting of 
the Chairman, and not more than four other members appointed by 
the Corporation. Other Committees constituted for specific functions 
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FIRST BOARD OF THE L.I.C. MEETING ON SEPTEMBER i, 1956 


are the Investment Committee, the Services and Budget Committee, 
the Public Relations Committee and the Buildings Committee. 

The Corporation established five Zonal Offices. The supervision 
and direction of the affairs and business of each Zone is entrusted to a 
Zonal Manager who performs all such functions of the Corporation 
as may be delegated to him with respect to his Zone. 

The Senior Executives of the Corporation consisted of Sarvashri 
L. S. Vaidyanathan and A. Rajagopalan, Managing Directors, K. R. 
Srinivasan, V. H. Vora and D. P. Guzdar, Executive Directors, all of 
whom were members of the Corporation. Other senior executives of the 
Central Office were Sarvashri M. V. Sohonie and T. S. Swaminathan. 
The Head Quarter of the Eastern Zone was at Calcutta and Shri S. 
D. Srinsvasan was the first Zonal Manager. The Northern Zonal 
Office was situated at Delhi with Shri P. R. Gupta as the Zonal 
Manager. Shri D. S. Mehta was the first Zonal Manager of the Western 
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Zone with Headquarters at Bombay. The Central Zone Headquar- 
ters was established at Kanpur and Shri D. D. Mar lean was placed 
in-charge as the Zonal Manager. The Southern Zone had its centre 
at Madras and Shri K. Balasubrahmanyam was the first Zonal Mana- 
ger of that Zone. Shri S. N. Vaidya was appointed the Chief Execu- 
tive of the Oriental Fire and General, the main subsidiary of the 
Corporation. 

Teething Problems 

The assets and liabilities of 245 insurers, including three State Insu- 
rance Departments vested in the Life Insurance Corporation. The Cor- 
poration submitted an interim report on its activities on the 5th of 
August 1957. The Corporation adopted the calendar year as its ac- 
counting period except for the first period which covered the 16 
months from September 1, 1956 to December 31, 1957. The first 
period proved to be a very crucial one. Apart from organisational 
matters, the compilation of the first accounts was beset with complica- 
tions arising from the amalgamation of 245 separate accounts into 
an integrated whole. There were as many as 1 10 separate Provident 
Fund Accounts, each with a different set of rules. More than 2,000 
different types of securities and shares were inherited by the Corpora- 
tion and they had to be verified with regard to value and number. 
The Corporation was also handicapped in performing this gigantic 
task by shortage of trained accounts staff and by the inadequacy of 
calculating and other machines. In addition to all this, the Corporation 
had also to assess the compensation — management compensation and 
acquisition compensation — payable to the erstwhile insurers. The 
major portion of this work was completed during these sixteen months, 
though in respect of some of the units the matter lingered for a period 
of years. 

The Corporation took over 16,000 employees in the clerical and 
supervisory cadres and 5,000 employees in the subordinate cadre. The 
varying scales of pay and service conditions of all these employees 
were standardised by the Government order dated June*i, 1957. 
This Standardisation Order also gave an option to existing employees 
to continue in their old company pay scales. Committees consisting 


275 



of senior officers were set up in each Zone for the purpose of categorisa- 
tion of employees in different cadres on the basis of principles laid 
down in the above said order. Before the issue of this order the Govern- 
ment had approved the Life Insurance Corporation of India (Staff) 
Regulations, 1956 which provided for uniform service regulations for 
the employees. 

Integration of the officers drawn from the different insurers into a 
well-knit cadre posed its own problems. A Senior Services Committee 
was set up to review the appointment and ranking of officers of the 
Corporation and it was re-constituted by the addition of new members. 
The re-constituted committee consisted of Sarvashri S. Lai, I.C.S. 
(Retd.) Chairman, L. S. Vaidyanathan, A. Rajagopalan, S. K. 
Vaiyapuri, Controller of Insurance, Sir D. N. Mitra, B. C. Ghosh, T. 
C. Kapur and M. J. Rao, Member-Secretary. The case of each officer 
was looked into carefully taking into consideration their previous 
rank, responsibility and remuneration and their qualifications and 
experience. Most of them were also interviewed personally. 

It was observed that in the wake of intense and unhealthy competi- 
tion amongst the life insurance companies, not only the number of 
salaried inspectors had increased substantially, but a number of other 
intermediaries had been created between the branch manager and 
the agent, with a variety of designations. But the common feature of 
all these classes of salaried field workers was that their success or failure 
was judged only by the yardstick of new business production. Recruit- 
ment and training of agents, and after-sales service were considered 
only rarely in evaluating their work. Under these conditions, stoppage 
of increments, reduction in remuneration and even termination of 
services on a large scale were not uncommon. On the Appointed Day 
the services of about 5300 salaried field workers were transferred to 
the Corporation. This number was augmented by 1116 field officers 
who were appointed after that date from the ranks of the special 
agents, chief agents and pro-rata workers. A further 204 were appointed 
from the ranks of successful agents and members of the administra- 
tive staff having an aptitude for field work. The fitting-in of these 
field officers naturally presented its own peculiar problems. With a 
view to offer them full scope and opportunity it was decided to con- 
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tinue the field officers on their previous remuneration and to fit them 
in the uniform pay scales after they had worked under uniform condi- 
tions for a period of atleast one year. The terms and conditions of 
service of field officers and the final scheme of categorisation were 
incorporated in the Life Insurance Corporation Field Officers’ (al- 
teration and Remuneration and other Terms and Conditions of 
Service) Order, 1957. 

There were nearly 2,19,000 agents on the registers of the insurers 
on August 31, 1956. The number of active agents was relatively 
small and it was necessary to sort them out from the rest. All the agents 
were given the option to continue their agencies on the uniform terms 
and conditions of the Corporation. Concessions regarding conti- 
nuance of renewal commission after cessation of agency were offered 
to those who wanted to discontinue. About 90,000 agents signified 
their consent for continuing their agencies. The Corporation, however, 
decided that the remaining may be kept on the rolls affording them 
an opportunity to revive their interest in selling life insurance. In ac- 
cordance with the terms and conditions of the new appointments it 
became incumbent on each agent to book a minimum amount of new 
business every year. 

On September 1 1, 1956 the Chairman of the Corporation, 
Shri H. M. Patel announced that the Corporation would look after 
the foreign business amounting to Rs. 80 crores of former Indian life 
insurance companies. The Corporation also decided to write new 
business in Malaya, Singapore, Mauritius, Fiji, Aden and Hong Kong, 
Kenya, Uganda, Tanzaniya and Zanzibar. Two Divisional Offices at 
Mombasa and Kuala Lumpur were set up abroad. Pakistan ‘un- 
registered’ all the former Indian insurance companies and the Life 
Insurance Corporation could not transact any further life business 
in Pakistan. This action was taken by Pakistan as life insurance com- 
panies registered in that country could no longer transact life business 
in India. 

On September 10, 1956 new pay scales and conditions of service 
of employees of the Corporation were announced and Sliri Patel 
said that none of the 27,000 supervisory, clerical and subordinate 
staff of the Corporation would get less than what they were getting 
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then, with the introduction of the new scales of pay. A little over 
one-fifth of this number would, in fact, get increased scales. The pay 
bill of the Corporation was expected to go up from Rs. 31 lakhs per 
month to Rs. 32.5 lakhs. The Corporation did not propose to give 
bonus to its employees in future. But in order to minimise the dif- 
ficulties of the supervisory, clerical and subordinate staff, it was pro- 
posed to give them in the first year 75 % of the bonus and remaining 
25% was to be credited to a staff amenities fund. 

The All India Insurance Employees’ Association and the All India 
Life Insurance Employees’ Association expressed disappointment at 
the new scales and service conditions and demanded that they should be 
given the same scale as that of the Reserve Bank employees. All the units 
of AIIEA observed a 10-day protest programme from September 20, 
with a call for general strike on December 5, 1956. The Associations 
further continued to agitate for payment of bonus in cash and the 
matter was referred to the Government by the Corporation. The field 
workers also felt unhappy about the terms offered to them and de- 
manded that the reformation must be gradual. 

While the new life business of Rs. 145 .51 crores transacted upto 
August, 1956 was more or less on level with that of the corresponding 
period in the previous year, the next four months, showed poor results 
inasmuch as new business worth only Rs. 54 . 77 crores could be 
secured. Thus the total new business for the year was just over Rs. 200 
crores which was much less than the record business done in the earlier 
two years. This was due to the dislocation in services and men follow- 
ing the setting up of a single Corporation and also the human 
problems created thereby. 

Shri G. R. Kamat, I.C.S. was appointed Chairman from June 5, 
1957. Shri Kamat was a great optimist and was not averse to criticism. 
He wrote in August ’ 5 7 issue of “Yogakshema”, theL.I.C Central Office 
House Magazine: “By the time this issue is out, the first interim report 
of the work of the Corporation will have been presented to Parliament. 
We are going to be told a number of things by a number of people 
through^ the columns of the press and some of the things may not be 
palatable. Yet to me those would be welcome criticism. What we need 
is constructive, helpful and friendly criticism which must spur our 
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organisation on to greater efforts.” Shri Kamat was aiming towards 
‘big’ business, voluminous business for which he felt the deck had 
been cleared; amongst others through settlement of most of the staff 
problems, rationalisation of agency terms and conditions, liberalisa- 
tion of conditions under which insurance was sold and a country-wide 
publicity and promotional programme. 

Mundhra Affair 

The new Chairman, however, had to face a crisis soon in what was 
popularly known as the Mundhra Affair. During 1957 the Corporation 
purchased some shares of six different companies directly from one 
Shri Haridas Mundhra. The companies concerned were — Angelo 
Bros. Ltd., The Smith Stanistreet Co. Ltd., Jessop & Co. Ltd., 
Richardson and Cruddas Ltd., and The Osier Electric Manufacturing 
Co. Ltd. all of Calcutta and The British India Corporation Ltd. of 
Kanpur. It was alleged that some of these shares were spurious and 
were said to have been purchased at prices above the prevailing market 
prices whereas no dividends were paid on some of them even in the 
previous year. The matter came up for discussion in the Lok Sabha 
at the initiative of Shri Feroze Gandhi, M.P. and Shri M. C. Chagla 
the then Chief Justice of Bombay High Court was appointed a One 
Man Commission of Enquiry in January ’58. The scope of his enquiry 
covered : i) whether the purchases were in accordance with the normal 
business principles or practice; ii) the propriety of the purchases; 
iii) the person /persons responsible for the purchases; and iv) any 
other circumstances which to the Commission may appear to be 
relevant. When the findings of the enquiry were made public in 1958, 
the Finance Minister and the Principal Finance Secretary to the 
Government of India and the Chairman and one of the Managing 
Directors of the Corporation relinquished their offices. While this is 
Jthe sum and substance of the affair, the issues involved were of great 
importance and hence reference may be made to some of the 
observations of the One Man Enquiry Commission. 

In his findings, Hon’ble Shri Chagla referred to a statement made 
in the Lok Sabha on March 20, 1956 by the then Finance Minister, 
Shri Deshmukh, in which he had stated : “There have been suggestions 
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made in regard to investment policy of the Corporation. All I can say 
at present is that the Corporation will be guided by the advice given 
to it by the Investment Committee which will be constituted for this 
purpose, and on which there may be, besides the members of the 
Corporation, others who have expert knowledge of the subject.” 
Shri Chagla, referring also to the statutory position of the Corporation 
vis-a-vis the Central Government in the matter of investments said : 
“It will be apparent from these provisions that the Life Insurance 
Corporation is an autonomous corporation. It is independent of the 
Government and it cannot be looked upon as merely one of the many 
departments of the Government. In the investments it may make and 
in the investment policy it may pursue, it must be guided by its own 
officers and by the Statutory Committees set up under the Act. The 
only control that the Government can exercise is under Section 21 
and that control is restricted to matters of policy involving public 
interest, and what is equally important is that the control can only be 
exercised by directions given in writing.” Shri Chagla further ob- 
served : “In my opinion it is very necessary that appointment to 
important offices in the Corporation should not be looked upon as 
merely the transfer of an officer from one department to another. 
There should be some security of tenure and a fairly long duration of 
office and it should be impressed upon those who are appointed to 
these posts that they have to discharge their duty to the Corporation 
irrespective of whether their actions find favour with the Government 
or not .... Another serious criticism which I have to offer with 
regard to working of the Corporation is the fact that Section 27-A of 
the Insurance Act was never brought into force. Section 27-A lays 
down what approved investments are in which the funds of the Cor- 
poration may be invested and it is the general opinion that very salu- 
tory safeguards with regard to investments have been laid down in 
this section.” 

After a careful consideration of all the materials placed before the 
Enquiry Commission, Shri Chagla felt that the following principles 
seemed fo have established : 

1) That Government should not interfere with the working of 
autonomous statutory corporations; that if they wish to inter- 
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fere, they should not shirk the responsibility of giving direc- 
tions in writing. 

2) That Chairman of Corporations like the L.I.C. which has to 
deal with investments in a large way, should be appointed 
from persons who have business and financial experience and 
who are familiar with the ways of the Stock Exchange. 

3) That if the executive officers of the Corporation are to be ap- 
pointed from the civil services, it should be impressed upon 
them that they owe a duty and loyalty to the Corporation and 
that they should not permit themselves to be influenced by 
senior officials of Government or surrender their judgement 
to them. If they feel that they are bound to obey the orders of 
these officials, they must insist on these orders being in writing. 

4) The funds of the Life Insurance Corporation should only be 
used for the benefit of policyholders and not for any extrane- 
ous purpose. If they are to be used for any extraneous purpose 
that purpose must be in the larger interest of the country. The 
public is entitled to an assurance from Government to this effect. 

5) In a parliamentary form of government, Parliament must be 
taken into confidence by the ministers at the earliest stage 
and all relevant facts and materials must be placed before it. 
This would avoid difficulties and embarrassment being caused 
at a later stage when Parliament gets the necessary informa- 
tion from other sources. 

6) That the minister must take full responsibility for the acts of 
his subordinates. He cannot be permitted to say that his sub- 
ordinates did not reflect his policy or acted contrary to his 
wishes or directions. 

7) That Government should immediately apply to the Corpora- 
tion 2 7- A of the Insurance Act of 1938 modified as circums- 
tances require to carry out the solemn statutory assurance 
given in the Life Insurance Corporation Act. 

In August 1958 Section 27-A of the Insurance Act, 1938 as am- 
ended was made applicable to the Corporation. The Corporation was 
also required to submit, like former life insurance companies, certain 
returns and statement of accounts to the Controller of Insurance. 
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TARGET ACHIEVED 


The year 1957 drifted towards a difficult phase. The economic con- 
ditions discouraged personal savings. Throughout the year, money 
had taken a nose-dive, investors displayed a lack of confidence and, in 
many cases, suffered capital losses and the common man faced a 
dismal rise in the cost of living without corresponding increase in in- 
come levels. The agricultural sector on which the general economy 
of the country rested was badly affected by near-famine conditions 
that prevailed in several parts of the country due to floods and droughts. 
In spite of these adverse features, the new life business underwritten by 
the Corporation in 1957 showed a handsome rise, touching Rs. 276.5 
crores within India and a further Rs. 5.4 crores was completed out- 
side India, totalling Rs. 281 .9 crores in the year. Prior to nationalisa- 
tion, the highest figure of new life business ever recorded within India 
in any one year was Rs. 261 crores in 1955 and the second highest 
Rs. 255 crores in 1954 . It will be remembered that favourable cir- 
cumstances existed in both these years which helped in boosting the 
new business. The sizeable leap in 1957 resulted in exceeding the 
target of Rs. 250 crores. When this target was fixed many critics 
thought that the Corporation was too optimistic. There were others 
who felt that under the existing state of affairs, with many problems 
relating to personnel and organisation remaining unsolved, circums- 
tances were unfavourable for any prospective volume of business. The 
Chairman declared : “While I was confident of reaching the target, 1 
must say that the staff of the Corporation has risen to a man to the 
occasion and has proved that the Life Insurance Corporation is begin- 
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ning to work as a devoted team.” When the Corporation was poised 
for further growth, the ‘Mundhra affair’ shook the very foundation of 
the Corporation and Shri Kamat handed over charge to Shri P. A. 
Gopalakrishnan, ICS, who became the third Chairman of the Corpora- 
tion with effect from April 10, 1958. 

Turning Point 

The year 1958 may be considered a turning point in the history of life 
insurance in India for more than one reason. In the first place, the 
teething troubles of the Life Insurance Corporation were over and all 
offices were fully geared not only to function efficiently but also to expand 
rapidly. Secondly, definite guidelines could be. given to the organisation 
about the plans to be undertaken and finally the field force had an 
awareness about the role it had to play in popularising the benefits of 
life insurance among as large sections of the community a§ possible. The 
prospects for new business had not appeared bright in the early days of 
1958, but with proper recruitment and allocation of personnel, wherever 
necessary, the settlement of outstanding problems of the field force and 
the like, new business procuration gathered momentum and it became 
clear by the beginning of the last quarter that the Corporation was 
well set to achieve its planned target. It was, therefore, not surprising 
that in 1958 the business not only crossed Rs. 300 crore mark but 
touched the then all-time high figure of Rs. 344 . 68 crores under about 
one million policies. About Rs. 5 . 50 crores of this business was transac- 
ted outside India. Amongst the different zones, the Southern Zone led 
others right from the inception and it showed promise of reaching 
Rs. 100 crore mark in immediate future. The Southern Zone had com- 
pleted Rs. 90 crores of new business, closely followed by the Western 
Zone with Rs. 83 crores and the Eastern Zone with Rs. 79 crores. The 
success was due in no small measure to the schemes of new business 
competition at the All India and Divisional levels. These competitions 
became a regular feature of the Corporation’s development activities 
and a variety of similar schemes have since been introduced. 

A Five-year Plan 

In his broadcast to the nation on January 19, 1956, Shri C. D. 
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Deshmukh said : “Quite recently, it was claimed on behalf of private 
enterprise that the business in force could be increased to Rs. 8,000 
crores and the per capita insurance to Rs. 200. I am in complete agree- 
ment. There can be no doubt as to the possibilities of life insurance in 
India and I mention this figure only to show how greatly we should 
increase our savings through insurance.” The target of Rs. 8,000 crores 
was mentioned by Shri A. D. Shroff, Chairman of the ‘New India’, 
who expected that it could be achieved in a period of about 10 years. 
Shri Shroff felt the target was within reach for the reasons that 95 % 
of the 8 crores of families in the country were uninsured; the then 
national income of about Rs. 10,000 crores was expected to increase 
to about Rs. 16,000 crores by 1965; the national economy was witnes- 
sing a welcome upswing in the rate of capital formation. 

The target would have equated by 1 965 to 50 % of the expected 
national inconje, thereby giving an average life insurance of Rs. 1,000 
per family, or in other words premium payment of Rs. 40 to Rs. 50 
only per family, out of the then average family income of Rs. 1 ,300 
expected to rise to about Rs. 2,000 per annum in 10 years time. By 
the end of 1955 the total sum assured in force in India was Rs. 1,123 
crores and, against this, the target of Rs. 8,000 crores appeared a 
staggering figure which prompted some quarters to dismiss it as wishful 
thinking. Of course, no particular sanctity was attached to that figure 
but if the experience of the Asian countries like Japan is taken to be a 
helpful index, a sum assured of Rs. 8,000 crores could by no means hit 
the ceiling of probable development of life insurance business in India. 
The per capita insurance at the end of 1957 stood at nearly Rs. 13,000 
inU.S.A. andRs. 10,000 in Canada. In United Kingdom it was nearly 
Rs. 2,500 and Rs. 3,000 in Australia. Japan had a per capita insurance 
of over Rs. 500 and even Phillipines had Rs. 125. As against this, in 
India the per capita life insurance averaged only a little over Rs. 35. 
Viewed from another angle, for every Rs. 1,000 of national income, 
life insurance was not more than Rs. 120 in India. In the United 
States it was Rs. 1,400; in Canada Rs. 1,200 and in the United 
Kingdom Rs. 950. Therefore, from whatever angle the problem 
was looked at, there was tremendous scope for development in those 
years. 
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Consistent with the objectives of the Corporation to spread life 
insurance widely and particularly in rural areas and to ensure more 
efficient service to policyholders, the Corporation drew up a Five-Year 
Plan of development covering the period 1959 to 1963. According to 
this Plan, the dissemination of the message of life insurance was pro- 
posed to be achieved by — 

Raising the output of the new business from year to year with due 
share from the rural areas, 

Building up full time agents and supervisory development personnel, 
particularly to meet the requirements of rural territories, 

Training the existing agency force and branch officials, and 
Rationalising the organisational set-up at all levels. 

The targets of new business and total business in force fixed for the 
first plan period were as under : — 


Tear 

New Business 

Target 

(Rs. in crores) 

Estimated, total 
business in force 
(Rs. in crores) 

I 959 

415 

1810 

i960 

525 

2160 

1961 

665 

2470 

1962 

820 

2855 

1963 

1000 

3320 


Though a scientific market research had not been made to ascer- 
tain the business potential, certain deductions based on 1961 census 
were made. It was estimated that there were 14.3 crores of people in 
the country with a disposable income, of whom 10.8 crores were 
earners and 3.5 crores earning dependents. From this figure of 14 
crores were to be eliminated the old, those who were over 60 years of 
age, those who may not measure up to the standards of medical fitness, 
those who were adequately insured, etc. The sales potential on this 
basis could be safely and conservatively estimated at about 2 to 3 
crores of persons. Thus, with a market potential of 14 crores, 
sales potential was estimated at about 2^ crores of people. As against 
this, at the end of 1961, there were roughly about 93 lakhs policies on 
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the books of L.I.C. In view of a person probably having multiple 
policies the total number of persons having insurance cover was 
estimated to be about 70 lakhs. The national income as at the end of 
1959 was estimated at Rs. 12,000 crores. The annual premium income 
of L.I.C. in 1961 was about Rs. 110 crores, that is, nearly 1 % of the 
national income. It was confidently expected that, by progressive 
stages, the, L.I.C. would be able to collect about 5% of the national 
income as premium income. 

A paradox of the business flow has been the year-end rush. Tradi- 
tionally, 25 to 30% of the business was completed in the last month of 
the year — though this had no particular correlation with economic 
conditions. In fact, comparatively more money circulated in the first 
quarter of the year presenting greater opportunities for savings. But 
the business secured in this period used to be the lowest for the whole 
year and the salesmen persisted in concentrating their energies to 
secure maxirmfm business during the closing months of the year creat- 
ing administrative problems. With a view to exercise a control, the 
Corporation, since 1959, asked all the offices to fix monthly targets of 
business. It was provided for the purpose of appraisal of the work of 
a field officer that if by the end of August he completes half his total 
business for the previous year, a lesser increase in business than what 
would otherwise be necessary, would qualify him for increments. 
Later, the appraisal years were fixed according to the date of ap- 
pointment of the field officers. For the agents also, the accounting 
year for their minimum business guarantee, was reckoned from the 
date of their appointment and not as per calendar year as in the past. 
In July 1961 the Chairman of the Corporation issued a new slogan 
“Targets by November”. 

Performance 

The Corporation had embarked on a planned programme of busi- 
ness. A five-year plan had been drawn up and targets fixed. An ambi- 
tious rate of increase of 25% was to be achieved. A proof of earnestness 
and vigour with which the Corporation applied itself to achieve its 
goals was provided when the new business completed in 1959 touched 
the figure of Rs. 427. 16 crores. The planned target for the year was 
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not only achieved but was also exceeded by about 13 crores. The 
Corporation seemed to have consolidated its position and stood well 
poised to reach greater heights of achievement. The subsequent per- 
formance of Rs. 495.72 and Rs. 608.82 crores in the years i960 and 
1961 respectively indicated only minor set backs due to widespread 
floods and draughts in i960 in the states of Punjab, Uttar Pradesh, 
Bihar, Orissa, Mysore and Andhra Pradesh, linguistic disturbances 
in Assam, general increase in price level hitting the middle class and 
increasing competition by banks and Government Savings Schemes. 

During the plan period the foreign business of the Corporation, 
seemed to have firmed up. Immediately following nationalisation this 
had received a setback for reasons not far to seek. The Corporation 
discontinued writing new business in Burma, Pakistan and Ceylon 
from where 50% of the foreign business was estimated to have come. 
In 1957 and 1958 this was around Rs. 5.5 crores as compared to 
Rs. 12.59 crores in 1956. In the first two years of the^plan period the 
business recovered to Rs. 9 . 47 crores and Rs. 9 . 70 crores. 

Early in 1962 Shri Gopalkrishnan laid down the reins of office as 
Chairman of the LIC and, in his farewell message he said : “The fact 
that the first Five-year plan which I have laid down for the Corpora- 
tion is working towards a legitimate conclusion, despite minor setback 
which are inevitable in an institution which has to develop on so many 
fronts, has been, for me, a source of immense satisfaction. Even more 
important is the good work done in improving the efficiency of our 
service. In this direction, too, much remains to be done and, at no 
time, complacency be allowed to establish itself in this or any other 
direction.” 

The Southern Zone continued to lead with a figure of Rs. 151.68 
crores in 1961 followed by Eastern Zone with Rs. 138.91 crores. The 
Western Zone was next with Rs. 132.50 crores, the Northern Zone 
was nearing Rs. 100 crore mark and the Central Zone was in the vici- 
nity of Rs. 80 crores. 

Financial Year 

The question of change-over of the Accounting period from the calen- 
dar year to the financial year was being considered by the Corporation 
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for sometime and the consensus of opinion at the third Divisional 
Managers’ Conference held in Bombay in August 1962 was that it 
would be advantageous to effect such change. One of the consi- 
derations was that the first three months, from January to March, from 
the point of view of* business potentialities and climate, were the best 
months during which agents and field officers could achieve maxi- 
mum mobility. With the change over, the field staff would have six 
months of intensive activity from October to March instead of three 
months from October to December. During this period the farmers 
too, would have cash available for any form of savings including life 
insurance. Thus, with a view to enhance the quantum as well as the 
quality of new business, the LIC changed its year for accounting pur- 
poses from the calendar year to the financial year ending in March. 
The change-over was to be effective from March 31,1 963 and there was, 
initially a 15-months accounting period from 1-1-1962 to 31-3-1963. 

Fluctuating fortunes 

During this period the country was beset with problems arising out of 
the setback in her economy following the Chinese aggression. Further, 
on February 28, 1963, Shri Morarji Desai, Union Finance Minister, 
placing the budget proposal before the Lok Sabha, announced en- 
hanced taxes coupled with the scheme of Compulsory Savings in the 
form of Deposits. Many apprehended that, for these reasons, the 
Corporation would receive a big setback. But, once again, the insu- 
ancemen proved their mettle and the Corporation came out with 
flying colours by completing a business of Rs. 745 . 96 crores in the 
15-months’ period. This performance showed an increase of more than 
100 crores of new business over the comparable period from January 1, 
1961 to March 31, 1962. In the words of the new Chairman of the 
Corporation, Shri B. K. Kaul, ICS, “this was an earnest of our desire 
to further improve our working standards in spite of the odds that we 

face.” He also emphasised that “ we in the Corporation have a 

responsibility which has become all the more weighty — that of conti- 
nuously supporting the country’s development and defence efforts by 
ceaseless efforts to bring in people’s savings in increasing measure 
from month to month.” However, such optimism appeared to have 


288 



been shortlived. In the following two financial years the new busi- 
ness stagnated at around Rs. 700 crores. 

A leading financial journal attributed this trend to : “Taxation 
and rise in prices seem to have combined in halting the upward trend 

in new business figures To it may be added the more important 

factor that the Corporation is exercising more caution in assuring new 
business in its efforts to improve the quality of the business and bring 
down the lapse ratio”. Another significant reason was that some of 
the staff problems were threatening to take an undesirable shape. The 
lapse ratio had shown a continuous upward trend from 1958, and it 
stood at the highest figure of 8 . x % and 8.2% respectively in the year 
1962-63 and 1963-64. From the following year there was progressive 
improvement and the lapse ratio started coming down due to cons- 
cious efforts, and in 1969-70 it went below 6% for the first time after 
11 years. The fifth Chairman of the Corporation Shri B. D. Pande, 
I.C.S., who assumed office on March 2, 1965 was hopeful of a new era 
of harmonious and fruitful working within the Corporation and he 
looked forward to starting “a new financial year with the confidence 
that we will add a significant chapter to the growth and development 
of the Corporation.” 

The Corporation completed the tenth year of its working with a 
sense of fulfilment. It completed a business of Rs. 797.79 crores in the 
year 1965-66, improving upon even the 15 months’ performance in 
year 1962-63 arid a significant feature was the performance of the 
Bombay Division surpassing Rs. 100 crore mark. In fulfilling this 
ambition, it had contributed over one-eighth of the total output of the 
Corporation and continued to produce more business than the Central 
Zone. The paid-for business for the year ending March 31, 1967 
was however, Rs. 770 . 27 crores only. 

Shri M. R. Bhide, who had taken over as Chairman in January 
1967 ascribed the reasons for this slight fall to high cost of living, dis- 
satisfaction of the people with the Corporation’s servicing, agitation 
by development officers resulting in virtual stoppage of business for 
five weeks, a general lack of enthusiasm and competition from 
other savings scheme such as National Saving Certificates, Unit Trust, 
etc. 
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' From the year 1967-68 onwards, the Corporation was set on its 
course of steady progress. Despite various uncertainties that cropped 
up during the financial year, the Corporation completed a new busi- 
ness of Rs. 844.51 crores in 1967-68, followed by Rs. 929.35 crores in 
1968-69. The new business target of Rs. 1,000 crores to be achieved in 
1963 was reached in the financial year 1969-70 when the completion 
touched thedigure of Rs. 1,036 . 08 crores. Despite the fact that the new 
business target was considerably delayed in achievement, the Corpora- 
tion had successfully implemented its five year plan in respect of its 
targets for total business in force. As against an estimated Rs. 3,320 
crores as on 31-12-1963, it stood at Rs. 3,458 crores, and at a creditable 
figure of Rs. 6,425 crores as on 31-3-70. 

Highlights 

The Southern Zone had been the leading contributor to the Corpora- 
tion’s new business progress since the inception. From 1967-68 the 
Western Zone marched to the first position with a completion of Rs. 224 
crores and, thereafter, maintained the same with Rs. 255 . 1 1 crores 
and Rs. 296.62 crores in successive years. Shri G. H. Thakore, who 
was in charge of the Western Zone in this period, provided a dynamic 
leadership with the inspiring slogans of ‘Karenge’, Thir Karenge’ and 
‘Karte Rahenge’. Along with the Western Zone, the Bombay Division 
continued to be the premier division far surpassing its followers. It is 
interesting to note that the Southern Zone had continued to be on 
top throughout in the matter of number of policies issued every year. 

Side by side with the progress of the Corporation and the records 
set by it, its agents also were setting new heights. The Corporation had 
many “millionaire” agents on its roles. The number of agents complet- 
ing Rs. 10 lakhs of new business has been increasing from 79 in 1966-67 
to 1 1 7, 174 and 313 in the subsequent years with the top agent produc- 
ing till 1 968-69 less than Rs. 40 lakhs except in 1961 when the No. 1 
agent completed Rs. 50 lakhs. 

No one had ever thought of an agent doing, single-handed, more 
than Re. 'one crore business in a single year. But a ‘Crorepati’ agent 
did emerge in 1968-69 in Shri Sarabhai N. Shah of Ahmedabad. 

Born in Ahmedabad, the city of pioneers in many walks of life, 
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Sarabhai, then below 40, achieved this rare distinction, inspired by 
Shri P. U. Oza, the Senior Divisional Manager, Ahmedabad and 
Shri G. H. Thakore, the Zonal Manager, Bombay. After matriculating in 
1948, Sarabhai was compelled by family circumstances to discontinue 
further studies to take a small office job with the ‘New Great’ — his first 
contact with insurance which has been his first and last love. Making 
a small start with the ‘New Great’, Sarabhai left it for better prospects 
and changed to the ‘Standard General’ and then to the ‘Union Co- 
operative’. On the life side, he began working as part-time agent a 
little prior to nationalisation and for ten years with the LIC his busi- 
ness fluctuated between 1 and 10 lakhs per year. The big leap came in 
1968-69 during which year his individual target went on improving 
from 51 lakhs, 71 lakhs, 81 lakhs to one crore. Shri Sarabhai Shah 
improved upon his 1968-69 performance of Rs. 1 .02 crores by com- 
pleting Rs. 1 .42 crores in 1969-70. Before nationalisation this was the 
total business in many cases of an insurance company. In 1969-70 
Shri K. D. Bhansali from Bombay became another ‘crorepati’ with 
Rs. 1 .06 crores and Shri K. C. Patel of the Kampala branch came 
pretty close to Shri Sarabhai by completing Rs. 1 .31 crores. In this 
connection, mention may be made of another remarkable salesman, 
Shri Hirabhai Shah, also of Ahmedabad, who, in the year 1969-70, 
achieved the rare distinction of introducing over 1,000 proposals, of 
which 948 resulted into policies. 

The Endowment Assurance continued to be the most popular plan. 
During the first 4 years, however, the percentage was slightly less be- 
cause of a large number of policies sold under the Joint Life plan. The 
increased sale of Joint Life policies resulted in a few cases of doubtful 
claims due to the death of the wife and the Corporation revised its 
policy. The Joint Life plan was allowed on restricted basis and the 
percentage of Endowment plan again came to its usual figure of 
around 70% of the total business. 

If there is an area where a continuous improvement can be ob- 
served without exception, it is the size of the policy. The average sum 
assured under the Corporation policies went up steadily. In the first 
16 months’ period it was Rs. 3,575, crossed Rs. 4,000 mark in i960 
and was Rs. 5,1 10 in the year ending 31st March 1966. In the last two 
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years there have been further increases inasmuch as the average sum 
assured in 1968-69 was Rs. 6,390, and in 1969-70, it improved by a 
thousand rupees to Rs. 7>394- On the other hand, the number of 
policies sold has been more or less static at around 14 lakhs in the last 
7 years. The figure had crossed a million mark in 1959 an< ^ the highest 
number of policies sold in any year was in the year 1963-64 when 
16,46,291 policies were issued. 



JEEVAN BHAR ATI — NAIROBI 


20 


TOWARDS PERFECT SERVICE 


As indicated by Pandit Jawaharlal Nehru, our late Prime Minister, 
the main endeavour of the Corporation was to serve an ever-increasing 
number of people and to spread life insurance rapidly all over the 
country. With this objective, the Corporation adopted many measures 
to popularise insurance amongst the masses. In the .-urban areas it 
introduced sectorwise organisation to ensure that no blind spots 
are left over and also attempted door-to-door drive at various 
centres. 

As far Wide as Possible 

Popularising life insurance in the rural areas posed a challenge to the 
ingenuity of the development personnel. Solutions were presented in 
various forms. As a result of an amendment of Insurance Rules, 1939, 
it was possible to appoint co-operative societies or Panchayats as agents. 
In Uttar Pradesh, the Corporation appointed 140 Sugarcane Co- 
operative Unions as agents. In Rajasthan a rural life insurance scheme 
was launched in six community development blocks on the occasion 
of Mahatma Gandhi’s Birth Anniversary in 1958. Under this scheme 
the panchayat secretary worked as an agent and the commission to 
which he was entitled was credited to the village ' panchayat funds. 
The Rajasthan State Government gave its full co-operation and en- 
couraged its Block Development Officers to take active interest. As a 
result, the scheme was quite successful, in the sense that the Corpora- 
tion was able to reach more people in the rural areas. The people in 
the villages were also benefited as the Panchayats could use the com- 
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mission earned on these business for their welfare activities such as 
construction of panchayat ghar, roads, wells, etc. As and when a 
panchayat ghar was built, through such help, an emblem of the Cor- 
poration was placed on the same with the words ‘Jeevan Bima Ke 
Sahayog Se’ (built with the help of life insurance) . Shri Mohanlal 
Sukhadia, Chief Minister of Rajasthan, recalled that this measure 
had resulted in the unique presentation of 5,000 policies amounting 
to Rs. 1 . 34 crores to the Prime Minister, Pandit Nehru, on the occa- 
sion of his 70th birthday, through the sarpanch of Raisinghnagar. 
The scheme was extended by the Corporation to other states such as 
Bihar, Assam, Andhra Pradesh, etc. 

In Madhya Pradesh the Corporation made arrangements with the 
government for Block Development Officers to collect life insurance 
premiums at their headquarters. The scheme was tried on experi- 
mental basis in selected blocks in Indore and Jabalpur divisions. 

As a result oT such schemes as also due to the fact that the Corpora- 
tion had appointed development officers to cover all tehsils and 
talukas, the pace of development in rural areas quickened. Other 
steps taken in the initial period were introduction of forms and carry- 
ing on correspondence in regional languages. Certain concessions were 
also allowed in the matter of age proof. Yet another experiment tried 
was issuing of policies on the spot. A small team consisting of an under- 
writer, a doctor and two or three assistants visited a village centre and 
after medical examination and receipt of premium, policies were 
issued on the spot. This was a unique experiment in the sense that 
insurance policies were issued at the door-steps of the policyholder. 

Having carried the message of life insurance to the villages, it was 
found that growing number of policyholders was finding it difficult 
to pay the premiums, in remote countryside, lacking banking facilities. 
The distance between villages and towns proved another hurdle and 
many policies faced a danger of lapsation. The L.I.C. and the P & T 
Department then jointly devised a scheme by which the premium 
could be deposited with post offices. The scheme was introduced as a 
pilot scheme in the rural areas of Jaipur District. The success of the 
pilot scheme encouraged its extension on a wider scale and, gradually, 
the facility was introduced in other areas. Today it is operative in 
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14 States. In addition to widespread publicity campaigns, the Cor- 
poration has provided jeeps to every division to overcome the major 
problem of communication. The Corporation has aimed its efforts all 
these years to set up branch offices, sub-offices and development 
centres in such a way that even the remotest area would be covered 
both for the purpose of new business as well as servicing of the existing 
policies. In pre-nationalisation era, there were only 97 centres where 
the erstwhile insurers had operated through branches. As against 
this, the Corporation had as at the end of March 1970, 424 branch 
offices, 1 15 sub-offices and 1 23 development centres in more than 400 
cities and towns, all over the country. Besides, there were 37 divisional 
offices comparable to the head offices of erstwhile insurers and the 
policyholders were thus assured of complete service, including claim 
settlement, almost at their door-step. 

Such concerted efforts found expression in the creation of ‘Bima- 
gram’. The main purpose of the scheme was to place "a L.I.C. policy 
and its consequent protection and security in each and every home 
in the village on the life of every able and earning member thereof. 
There are several villages in which the message of insurance had 
reached almost every household. This great dream of L.I.C. was under- 
taken in a spirit of challenge by several agents and field workers and 
the first success was registered by the village ofTalni Purna of Amraoti 
district under Nagpur Division in the year 1962. Another such re- 
corded instance was of village Khadak Malegaon in Nasik district. 
‘Khadak’ in Marathi means rock and the seeds of insurance were 
truly planted on a ‘rock’. Within a period of four days, as many as 1 11 
proposals assuring Rs. 1,50,500 were secured and completed with a 
premium collection of Rs. 7100. The effort was voluntary and it was 
inspiring to see the villagers queuing up before the temporary office 
set up in the house of one of the proposers. Sitapur is a model in- 
surance village in Allahabad district where breadwinners of about 
100 houses out of 125 families are insured. 

The reports of the Corporation from year to year give figures of 
rural business as well as the first assurances. The percentage” of rural 
business to the total business has all along been about 33% in terms 
of number of policies. The percentage of first assurances has been more 
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or less between 65% to 70% but in some zones this percentage has 
been even as high as 80%. 

For the Policyholders 

The Corporation took several measures to liberalise the terms on which 
life insurance was offered to the public. A comprehensive range of plans 
of life assurance was offered enabling the proposers to select the precise 
type of policy suited to their particular needs. The premium rates 
were low as compared to the rates offered earlier by all leading private 
insurers. It appeared that several conditions applicable to the policies 
issued by old insurers were unduly onerous. The Corporation, there- 
fore, decided to relax such conditions and extend to old policyholders 
the benefit of such liberalisation that the new policyholders enjoyed. 
An important addition to the benefits granted to the policyholders was 
the extended disability benefit. For a small premium of 50 paise per 
thousand sum assured paid in addition to the accident benefit premium 
of Rs. 1.50 per thousand sum assured, the policyholder generally secures, 
in the event of permanent total disability, waiver of premiums and 
an amount equal to the sum assured payable by monthly instalments 
spread over 10 years. 

A major development was the Corporation’s decision to consider 
for insurance, persons having certain impairments who were previously 
considered uninsurable. With nationalisation, the Corporation be- 
came the only insurer underwriting life insurance business in the coun- 
try and, if any proposal was to be declined by the Corporation, the 
proposer had no other alternative of securing insurance cover. The 
Corporation, therefore, gave serious thought to this problem and has 
tried to give insurance cover to as many people as possible and keep 
the number of cases to be declined to the barest minimum. The utilisa- 
tion of medico-actuarial statistics was a major step which made it 
easier for the Corporation to advance further in the field of sub- 
standard underwriting. As a result, proposals could be accepted, no 
doubt, under special terms, even from diabetics and from those who 
had suffered from tuberculosis, asthma, diseases of heart, etc., after 
the necessary waiting period. The L.I.C. also notified substantial reduc- 
tion in aviation extras in 1961. In the wake of active operations in 
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Kutch area and the Pakistani aggression in 1965, the Central Govern- 
ment directed the Corporation to give effect to a scheme formulated 
by them for grant of disability benefits under the policies on the lives 
of defence personnel who have been disabled, wholly or partly, as a 
result of injury sustained in these operations. 

But for minor restrictions in certain cases, the Corporation decided 
to treat proposals on the lives of ladies in the same manner as on male 
lives. These minor restrictions related to pregnancy clauses and ladies 
observing purdah. With a couple of years’ experience, however, the 
Corporation felt the need to revise its rules for underwriting of pro- 
posals on female lives. By this revision, the educated earning women, 
were continued to be accepted on the same terms as for men but 
restrictions were introduced for other classes, since a considerable 
measure of adverse selection was found to have been exercised against 
the Corporation in respect of such business. A large proportion of 
business on female lives was being written under joifit life policies. 
In most of these cases there was no need for insurance on the female 
lives and the reasons for taking out such policies were mostly specula- 
tive. The Corporation, therefore, decided in 1 960 not to issue policies 
under joint life plan on the lives of husband and wife. In due course, 
when the experience provided more favourable the conditions were 
relaxed and joint life assurances on the lives of husband and wife were 
re-introduced subject to the condition that both should be earning 
members and the amount of insurance should be commensurate with 
their separate incomes. 

Almost from the beginning, the Corporation introduced non-medi- 
cal insurance scheme which was extended in subsequent years to more 
and more categories with increase in limits. A non-medical special 
scheme was also formulated for employees of Government, semi- 
government and commercial institutions. The non-medical (general) 
scheme was introduced as a facility for extending business in rural 
areas where the Corporation faced difficulties in respect of road com- 
munications and medical examiners. The scheme was extended to all 
the areas from the beginning of 1961. The latest liberalisation of non- 
medical scheme has enhanced the limit of maximum sum assured 
under non-medical (general) schemes to Rs. 5,000 and under non- 
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medical (special) scheme to Rs. 10,000 for general public and Rs. 
20,000 to commissioned officers in Armed Forces in medical category 
A- 1. The non-medical (special) scheme has also been extended, sub- 
ject to certain conditions, to all female lives categorised as standard 
lives and in permanent service with government or quasi-govern- 
ment bodies and public sector undertakings and public limited com- 
panies. The maximum limit has been fixed at Rs. 5,000. The sex 
extra charged to many categories of female lives has also been liberal- 
ised. 

The non-medical business of the Corporation has been varying 
between 20% to 24% of the total business in terms of sums assured 
and has reached 46% in terms of number of policies. In 1969-70 the 
business secured under this scheme was to the extent of Rs. 233.65 
crores under 6,45,372 policies. 

For guiding the policyholders and acquainting them with the 
privileges ancT conditions of the contract, several advisory series of 
advertisements were released dealing with topics such as age admis- 
sion, nomination, safe custody of the policy, revivals, change of 
address, payment of premium, etc. On one hand the Corporation 
offered several alternatives for age admission, and further to ensure 
that there would be no difficulty at the time of claim, it insisted on 
submission of age proof along with the proposal forms from April 1, 
1969. There was apprehension that such insistence may give a set- 
back to business but experience proved otherwise and a great handi- 
cap in the matter of claim settlement would thus be eliminated in 
future. To enable the policyholders to keep their policies in force in 
spite of temporary difficulties, the Corporation devised special revival 
schemes and a scheme for revival by instalments. 

Criteria of Efficiency 

In the matter of claim settlement it has been a constant endeavour of 
the L.I.C. to reach a high degree of efficiency. A number of ways and 
means have been introduced to ensure the same. The Corporation 
offered many concessions to the policyholders and has tried to render 
every assistance to them. As early as in 1957, it was decided to dispense 
with evidence of legal title in certain circumstances and procedure 
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was laid down for payment of claims with certain alternative require- 
ments. These conditions were also reviewed from time to time. Conces- 
sions were offered in respect of age admission. Special campaigns 
were conducted for service to the claimants apart from the regular and 
usual follow-up of outstanding claims. Personal contact of claimants 
by development staff was made a part of their duties. The promptness 
with which the claims are settled was considered as one o&the major 
criteria forjudging the efficiency of working of an office. The Corpora- 
tion has to deal with more and more claims every year. The amount 
of death claims paid in 1958 was Rs. 7 crores. It was Rs. 10.80 crores 
in 1963-64 and in the last financial year, 1969-70, death claims 
amounting to Rs. 18.77 crores were paid. The corresponding figures 
for maturity claims are Rs. 18.05 crores, Rs. 33.86 crores and Rs. 62.67 
crores respectively. 

Right from the beginning, the Corporation was alive to complaints 
from the policyholders. In 1958, the Public Relations Officer addressed 
a letter to the editors of leading newspapers in the country inviting 
the public to write to him about their complaints. Internal machinery 
was geared up at every centre to deal with such complaints from the 
public on priority basis and the position was reviewed periodically by 
senior executives of the Corporation. The L.I.C. Act has also provided 
for Policyholders’ Councils at every Division to which three prominent 
policyholders are nominated and these councils have been functioning 
in all the Divisions. There was also a demand for revision of the pre- 
mium rates because of more favourable interest and mortality ex- 
perience. On the other hand, the expense ratio of the Corporation 
had also to be kept in view because of the overall increase in the costs 
and salaries. On reviewing the situation, the Corporation reduced 
in 1970 the premium rates on non-profit policies under different 
tables. The reductions varied from Re. 0.75 to Rs. 4.25 per thousand 
sum assured depending upon the plan and the term. Expressed as 
percentage of the premium, the maximum reduction is as high as 
7-5 %• For all tables under which non-profit premiums have been 
reduced taken together, the overall reduction worked out to ever 5 %. 
The reduction became operative from February 1, 1970. 

The Government continues to encourage the habit of thrift among 
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people by providing several benefits and exemptions under different 
tax laws. These are available in respect of life insurance premiums 
and policies so far as income tax, wealth tax and estate duty are con- 
cerned. There has. been an increasing awareness amongst the insuring 
public about such reliefs and advantage of the same is being secured 
by a large number of policyholders who plan their estate carefully. 

Bonus . 

Receiving their share of the profits of the insurance business has been 
the right of with-profit policyholders and the Corporation continues 
to declare attractive bonuses at its periodical valuations. It also 
formulated a scheme of differential bonus for the policyholders of 
erstwhile insurers to maintain equity so that there would be no tempta- 
tion for discontinuing those policies. The following chart shows the 
bonus declared by the Corporation from time to time: 



Bonus per year per thousand 


Sum Assured 


Valuation period ending 

Endowment 

Whole Life 


Assurances 

Assurances 


Rs. 

Rs. 

31-12-1957.. 

12.80 

16.00 

31-12-1959.. 

12.80 

O 

O 

CO 

31-12-1961 

12.80 

16.00 

31-3-1963.. 

14.00 

16.50 

31-3-1965.. 

16.OO 

20.00 

31-3-1967.. 

16.OO 

20.00 

31-3-1969.. 

17.60 

22.00 


New Schemes 

The introduction of the janata policy was hailed as the biggest single 
factor that could play a significant part in the development of the 
Indian insurance industry. Under the scheme, proposals of amounts 
smaller 'than Rs. 1,000 could be secured without medical examina- 
tion and the premium collections could be made by the agents every 
month from the policyholders and thus the insurance facilities were 
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taken to the door-step of the policyholders. The scheme was launched 
in 1957 with great enthusiasm at selected places in different zones. 
But with the introduction of non-medical schemes and its extensions, 
the janata scheme lost its importance and utility after a few years 
and, ultimately, it was withdrawn by the Corporation. 

An organised drive was also launched from 1957 for popularising 
business under group insurance and superannuation schemes. For 
sometime, business under these schemes remained at a modest size but 
after 1961 its growth kept pace with the general progress of ordinary 
life business. The schemes offered not only the most convenient means 
of protection for the employees’ families in the case of their premature 
death at a cost which would be very small but also provided for the 
retirement benefits with the result that a satisfied and stable working 
force is assured to the employer. The most popular scheme, however, 
has been the Salary Saving Scheme which was introduced in 1958. 
An amendment to the Payment of W ages Act in that* year permitted 
the employers to deduct insurance premiums from their employees’ 
salaries making it possible for a large number of enlightened employers 
to introduce this scheme for the benefit of their employees. In terms 
of this scheme, the employer is required to deduct premiums from 
salaries and remit them to the Corporation every month. The Corpora- 
tion on its part not only waives the usual extras for monthly premiums 
but also gives a rebate on the tabular premium. An important deve- 
lopment took place in 1964 when the Punjab State Government agreed 
to the introduction of the scheme to its employees and thus gave a lead 
to other states. Today the scheme is operating in x 1 states. It is also 
extended to non-gazetted employees in all Central Government 
offices throughout the country with effect from January 1, 1970. The 
Corporation has been receiving sizeable business under the scheme 
now in operation with thousands of employers all over the country. 
The new business written under this scheme started with Rs. 13.93 
crores in 1958, touched Rs. 108.56 crores in 1965-66 and, in 1969-70, 
reached the figure of Rs. 177.33 crores. 

Own. Your Home 

In his message to the special issue of ‘Yogakshema’ in August 1961 
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the Prime Minister said : “There is one aspect of the work of the Life 
Insurance Corporation to which I would like to draw special atten- 
tion. Both in England and in the United States of America, private 
insurance companies and corporations undertake building operations 
on a tremendous scale. This is not only good investment, but has 
obvious social advantages when there is such a great lack of housing. 
It seems to.me that in India this is even more needed than elsewhere, 
and a State Corporation, like the Life Insurance Corporation of India, 
should be presumed to have a greater social outlook than private 
companies. 

“This idea struck me more especially when visiting Poona after 
the tremendous flood calamity that it had suffered. It seemed to me 
that the Life Insurance Corporation could undertake large-scale 
building there which would be an excellent investment for it and at 
the same time would serve an urgent social need and purpose. But it 
is not Poona on*y which needs this. All over India there is such a need. 
In all the towns of India there are slum areas which have to be re- 
placed by clean and healthy living conditions and good houses. State 
Governments are responsible for such improvements, but the L.I.C. 
can certainly help in a big way.” 

Conscious of the role it was called upon to play in this direction, 
the L.I.C. had, from time to time, reviewed the help it could offer in 
providing ‘healthy living conditions and good houses’ within the frame- 
work of statutory limitations imposed upon it. It has already been finan- 
cing schemes of state governments and Apex Housing Societies to relieve 
housing shortage. The funds have been used for financing middle 
income group housing scheme, the rural housing scheme, the village 
housing project schepe, the low income group housing scheme, 
the plantation labour housing scheme and the land acquisition 
and development schemes. The L.I.C. also advanced loans to public 
limited companies for building quarters for their staff. The most im- 
portant development in this direction was the formation of co-opera- 
tive building societies. The Corporation advanced loans to apex co- 
operative, housing finance societies. A scheme was also formulated 
to advance loans to housing co-operative societies formed by employees 
of public limited companies. 
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A scheme for grant of loans to policyholders for construction of 
houses was introduced in 1961. As it did not evoke much response, a 
more liberalised and attractive “Own Your Home” scheme was an- 
nounced in 1964 covering 26 selected centres in the country. It was 
gradually extended to more and more cities and 'towns. One of the 
main conditions of the scheme is that the house proposed to be con- 
structed or purchased must be primarily for the occupation of the 
policyholder and/or his family. The scheme now covers all the cities 
and towns with a population of 1 lakh and above according to 1961 
Census and also some developing centres with a population of less 
than 1 lakh. As at March 31, 1970, over 6000 loans were sanctioned 
under the scheme. 

The Corporation’s total contribution to housing developments in 
India by way of loans to state governments and co-operative housing 
finance societies and loans to other schemes and its own buildings 
construction upto March 31, 1970 amounted to over®Rs. 258 crores. 

The Corporation started granting mortgage loans in i960. It had 
earlier decided not to grant loans on mortgage of property due pri- 
marily to the fact that the mortgages inherited by the Corporation 
from the former insurance companies were, in many cases, unsatis- 
factory and it was thought advisable to put the whole portfolio on a 
satisfactory footing before fresh mortgage loans were granted. Under 
the new scheme, loans were granted only on first mortgage of property 
in metropolitan cities of Calcutta, Madras and Bombay, to begin 
with. This scheme was also extended to different cities from year to 
year and, as at March 31, 1970, it continued to operate in 57 centres. 
Several liberalisations in the assessment of applications were introduced 
and a business-like view, so far as was consistent with the security of 
its interests, was adopted. Advances for construction of cinema houses 
and application of the scheme to educational institutions were among 
the further measures taken to relax the scheme. As at March 31, 1970, 
7741 loans amounting to Rs. 2798.30 lakhs have been sanctioned by 
the Corporation under this scheme. 

Bima Vihar 

The Corporation has so far been extending financial assistance only 
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for house construction schemes of others. However, a bold and imagi- 
native project is being launched Borivli, a suburb of Bombay. In 
an estate admeasuring 63 acres, a township of about 3500 tenements 
has been planned. Mr. Charles M. Correa, an international authority 
on middle income group housing is planning the scheme consisting 
of five storeyed buildings with a few tower blocks rising upto ten 
storeys. Msunt Poinsor, a hill feature, dominating the land and its 
slopes has been reserved as a recreation area but some of these 
steep sites will be covered with qasbah type of fiats hugging the hill- 
side. The blocks, expected to be ready in 1971, would be offered to 
the public, policyholders and employees. It is hoped that this 
would be a forerunner of similar schemes in other parts of the 
country. 

Projecting the Image 

In the past, publicity efforts not unoften were synonymous to individual 
insurers vying with each other in proclaiming their individual merits. 
It was, therefore, only to be expected that publicity resulted in greater 
emphasis on the institutions concerned rather than on the product 
sold. The Corporation has a materially different approach to the 
concept of publicity. With the L.I.C. the emphasis in publicity has been 
on the benefits life insurance offers and on the effective dissemination 
of the message of insurance as such. Life insurance advertising became 
a specialised subject in the last 14 years. The commonly accepted 
tool of publicity was press advertisement which was continued to be 
utilised with a radical change in the presentation of the concept of life 
insurance. There used to be prestige advertisements in the past boosting 
financial strength of a particular company, with little else to tell the 
public about the unique benefits of life insurance. From the very in- 
ception, the Corporation organised a number of press advertising 
campaigns, including one for janata policy, on a countrywide basis. 
Hundreds of publications catering to the different strata of society 
were utilised for this purpose. The advertisements proved so pophlar 
that they*could be used as a visual aid and pulls of such advertisements 
were supplied on a large scale to the branch offices and development 
officers. The advertisements are released in all the regional languages 
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SOME OLD PRESS ADVERTISEMENTS 



and English .through all the leading dailies and periodicals. This 
medium, however, is useful only for literate population. 

Apart from the specific organisation of the Corporation set for 
the purpose in the form of the Department of Public Relations and 
Publicity at the Central Office, co-operation of outside agencies has 
also been sought to give the efforts a strong base of expertise available 
with them -and to lend it a comprehensive character. With their help 
the Corporation looked to other media for spreading the message of 
life insurance to the illiterate millions. The media utilised are posters, 
hoardings, cinema slides, neon signs, bus panels and the like. Every 
nook and corner of the country was penetrated with one or the other 
media of publicity. Fresh ideas developed and the Corporation, in 
fact, welcomed them from all quarters. In his message for the 
first issu'e of the house magazine “Yogakshema”, Shri H. M. 
Patel, the first chairman of the Corporation said: “Ideas are the 
most powerful things on earth and it would be a sad day for the 
Corporation if it ever fails to welcome them.” And ideas were 
required in ample measure to take the gospel of insurance to the 
countryside. 

For the rural areas and for the masses in general, the selection of 
media with an appeal to the eye and ear was imperative and one of 
the steps that the Corporation took right from the beginning is its 
participation in hundreds of exhibitions at fairs and festivals in all 
rural parts of the country. The weekly markets, cattle fairs and festivals 
of the local deity are occasions for the village folk to visit places and, 
at times, inaccessible villagers congregated at some central spot to 
buy and sell and ‘see and learn’. Besides, the Corporation has success- 
fully highlighted its progress and different facets of activity in major 
exhibitions held in cities such as the Gauhati Congress Exhibition 
1958, India 1958 Exhibition, World Agricultural Fair in New Delhi, 
“India Makes It” in Mombasa, Floating Fair on ‘s.s. Jyoti’, Leipzig 
Fair and Fifth National Agricultural Fair in Bombay. Participation 
in exhibitions and fairs became a regular feature of the publicity and 
public relation programmes of the Corporation. 

A new concept in exhibition was introduced in i960 when ‘Solo 
Exhibitions’ were arranged in several towns. The Corporation devel- 
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RURAL PUBLICITY MEDIA 
USED BY LIC 


oped a special exhibition theme on life insurance depicted through 
pictures and words in about 25 panels. The panels are easily portable 
and the exhibitions were arranged in exclusive atmosphere by hiring 
special halls and conducting the exhibitions at evening hours con- 
venient to the people. This set equipped the divisional offices with 
readymade exhibition material which can be used at any time and 
at short notice at various places in their jurisdiction. At these exhibi- 
tions, besides the special set of panels, a commentator tells the story 
of life assurance with the use of photographs, illustrations, maps, 
charts and, sometimes, with three-dimensional signs which appeal 
to the people quite effectively. Various brochures, leaflets, and 
pamphlets brought out by the Corporation are also distributed on such 
occasions. Such display and distribution of material has been found 
useful in bigger cities and towns too. The Corporation has also 
provided every branch office with a compact four-panel rural 
exhibition set. ^ 

Novel Ideas 

Another medium of which full use has been made is the films. The 
Corporation has produced over 28 films dealing with all aspects of 
life insurance. All the films are produced in 12 regional languages 
besides English for exhibition in public theatres. The first film, ‘A 
Wise Policy’, was produced in 1958 by Erza Mir of the Films Division, 
Government of India. It was a visual record of many benefits that life 
insurance confers upon the family and its superiority over other 
forms of savings. ‘A Friend in Need’ produced in 1962, depicted a de- 
voted agent who played a big role in assisting clients in prompt settle- 
ment of claims. In the same year, a coloured cartoon film The Hands 
of Security’ was produced on life insurance. Two more films were 
produced in 1963, ‘In Times of Darkness’ — a quickie, and ‘Your 
Family — Your Country’ prepared by the Films Division. The film ‘A 
Wonderful Opportunity’ was shot in the Godrej factory at Vikhroli, 
Bombay to highlight the Salary Saving Scheme. 

The LT.C.’s first film on general insurance ‘The Risk’ was exhibit- 
ed in 1966. ‘Our Best Investment’, produced in 1966, depicted the 
advantages of a small family and life insurance. Even as the first few 
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frames of the film flickered across the screen, the narrator develops the 
theme. She says “. . . . My grandmother used to say : Our children 
are our best investment. . . . True, of course. But children are also our 
responsibilities”. The Corporation’s latest film ‘My Responsibility’ 
stresses the need to keep policies in force. 

By means of suitable films, backed by explanations of qualified 
staff, rural people could be induced to turn to this new jaaethod of 
savings and family protection. But the audio-visual methods recog- 
nised as the best medium for publicity has to be taken to the interior 
areas. In the circumstances the Corporation pioneered the use of 
mobile publicity vans equipped with necessary facilities— a generator, 
public address system, a 16 mm. projector with all accessories, a 
gramophone with records and tape recorders, as well as films produced 
by the Corporation and for entertainment. Initially, a van each was 
placed at the disposal of each of the five zones in 1959. In due course, 
every division was supplied with such a publicity van te penetrate the 
interior areas. 

A novel experiment tried in the Central Zone has been the use of 
puppetry as a medium of publicity. Puppetry is an age-old form of 
entertainment, not only in India but all over the world. This ancient art 
was harnessed by the L.I.C. for publicity work with the help of Literacy 
House, Lucknow, when their trained team of puppet players was 
engaged to enact a specially prepared drama by the puppets, explain- 
ing the benefits of life insurance. This medium proved so popular that 
its use was extended and it has become a regular part of the publicity 
programme. And, then, the L.I.C. had ‘Archie’, the talking doll. Archie, 
as an insurance propagandist, was introduced for the first time in 
New Barrackpur under the Calcutta Division in 1966. Introduced on 
an experimental basis, this curious medium of publicity caught the 
imagination of the audience and proved a great success. Speaking in 
a humorous and serious manner, alternatively, the ventriloquist, 
Mr. Arthur Cooke, through his talking doll, drew day after day, 
increasingly large audiences, who unwittingly imbibed the message 
of insurance, 

The Corporation did not leave any source untapped for spreading 
its message and, apart from the various media mentioned above, 
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reference must be made to the match box advertisement, AIR 
commercial broadcasts, bhajan mandalis and gramophone records. 
The L.I.C. regularly participates in rural broadcasts. One of 
its advertisements, captioned ‘Plan and Play Safe’, which was an 
insurance-oriented conversion of the popular snakes-and-ladders 
game, was promoted on a national level. It was also printed as a 
multi-coloured game board and distributed free to schoolchildren 
as educational effort. In establishing effective relations with the public, 
the Corporation keeps it informed of its activities through press con- 
ferences, press releases and announcements in the press and on the 
radio. 

Even though ‘Good work is its own Reward’, the Corporation is 
extremely proud that its publicity efforts received special recognition 
from time to time. In 1964, it was selected by the Indian Society of 
Advertisers for the award of the coveted ISA — Khatau Gold Medal. 
The citation which accompanied the award read : “Special mention 
must be made of a well-conceived emblem, intelligently used. Deter- 
mined pursuit of pionegring advertising, through a diversity of good 
campaigns, informed the people of the benefits of life insurance and 
inculcated in them the habit of savings. The continuous and sustained 
efforts to reach the rural areas by adopting new and ingenuous forms 
of publicity has helped to create widening awareness for life insu- 
rance ” Earlier, the ‘Yogakshema’ was awarded the first prize in 

the category of periodicals in insurance, other than annuals, at the 
Ninth State Awards Function. Besides, the L.I.C. received the Tenth 
State Award for excellence in printing and designing and earned 
another first prize for an advertisement entitled the ‘Clasp’. The 
‘Yogakshema’ had won quite a few awards over the years including 
two Camlin Prizes. It was awarded a certificate of commendation in 
1969, by the Indian Association of Industrial Editors. The Corpora- 
tion is, however, aware that further strenuous efforts are needed to 
make the message of insurance widely known in our vast country, 
as insurance-consciousness among the masses is still at a low level. 
The Corporation is, therefore, continuing its efforts to popularise 
its message and build up its image through conventional as well as 
modern methods of publicity. 
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Training Schemes 

In the very first conference of zonal managers held on September 
30, 1956, that is, within one month after the establishment of the 
Corporation, questions concerning the training of development 
personnel and allied matters were discussed. After examining the 
various aspects at length and eliciting the views of senior officers, 
a training scheme was formulated. The preparation of study courses 
and starting of training establishments were taken up at a time when 
the unprecedented task of setting up a vast organisation was being 
simultaneously handled. This showed the priority given by the Cor- 
poration to the need of imparting adequate training to its develop- 
ment personnel for improving the quality of sales and servicing. The 
Western Zone was the first to organise its permanent training centre 
in Bombay which commenced working in September 1958, followed 
by training centres at other zonal headquarters within six months. 
Additional training units were set up at Poona, TetRal, Gauhati, 
Ambala, Hyderabad, Bangalore, Indore and Patna. Simultaneously, 
training of agents was taken on hand and, in due course of time, 
permanent instructors for this purpose were appointed at every divi- 
sional office. The Agent’s training is a continuous process because of 
the large new recruitment. The Corporation has also published a 
variety of sales literature and aids to assist the agents. These include 
the Agents’ Manual, Hints to Agents, Agents’ Training Course, Field 
Officers’ Training Course, Agent’s Policy Register, Prospecting Guide, 
Book of Data Sheet, Prospect File and many pamphlets on various 
plans in different regional languages. The sales aid issued by the 
Corporation include plastic policy wallets, prestige calendars, pocket 
and table diaries, etc. 


313 



21 


NEW HORIZONS 


In December 1957 L.I.C. appointed a chief engineer who was later 
designated as Executive Director (Engineering) and with this the 
engineering department was set up. A comprehensive building 
department consisting of architectural wing, structural design, 
quantity sua^yors and electrical installation sections to plan and 
supervise constructions of different kinds for L.I.C. came into being in 
March 195 9. 

Symbol of Soundness 

During the last 14 years several constructions of every type, staff quar- 
ters, office premises as well as investment buildings, have come up in 
all parts of the country and mention may be made here of a couple 
of prominent constructions. The Corporation’s modern sky-scraper 
erected on Mount Road, the main artery of Madras, dominates 
the skyline. This new 14-storeyed building which rose majestically 
in 1959, was, at that time, one of the tallest buildings in the East. 
The building was originally planned by the ‘United India’. 
Another imposing structure is “Jeevan Deep” L.I.C. ’s building in 
Calcutta overlooking the Chowringhee Maidan. Another 12 -storeyed 
building at Calcutta houses a five star hotel providing a fillip to 
the development of tourism in the country. From its roof, as from the 
roof of the Mount Road sky-scraper in Madras, a panoramic view of 
the city is afforded. The most important structure is, however, the 
massive crescent shaped edifice standing on a two-acre plot over- 
looking the Arabian Sea at Jeevan Bima Marg, Bombay — a building 
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‘Yogakshema’ the imposing building for the 
Central Office of the L.I.C. gives the impression 
of a giant wide-screen. Covering an area of 
about 2 acres, this edifice of strength and 
elegance occupies one of the prominent sites 
in the busy commercial sector of Bombay City. 
This ‘home of security’ was opened by Pandit 
Jawaharlal Nehru on the 26th of December 1 963. 




which has become a land-mark in its very distinguished surroundings, 
‘Yogakshema’ housing the Central Office of the Corporation. The 
building which was described as a ‘six-storey ed vision in elegance’, 
was opened by the Prime Minister Pandit Jawaharlal Nehru on 
December 26, 1963. Despite indifferent health Pandit Nehru attended 
the function as proof of his abiding interest in the role which insurance 
played inJthe national development. It was while opening this building 
with the silver key, which has been preserved in the Nehru Museum, 
Panditji said : “I am very happy to inaugurate this great building. 
However, I think I am not a very suitable person to perform the cere- 
mony as I have never insured in my life.” Explaining why he never 
insured, although he recognised its value, he said most of his life was 
spent in conflict and it did not strike him to insure himself and safe- 
guard his personal future. The future for him was that the indepen- 
dence of India should be assured. Panditji, however, stated: “Neverthe- 
less I am full)saware of the security that life insurance provides and 
it has, therefore, to be encouraged in every possible way. . . . This 
Corporation has a large family of people serving in it and I hope it 
will live as a happy family — a contented family.” 

A Happy Family 

During the period of last 14 years the relations between the manage- 
ment and employees at all levels were generally cordial. Several im- 
provements have been effected in the terms and conditions of service of 
employees of all categories. The Life Insurance Corporation Act itself 
provided for the transfer of services of the employees of the erstwhile 
insurers and for fixation of their terms and conditions of employment 
by the Central Government. This led to a fear among the employees 
that the government would adopt a wage pattern applicable to 
government servants. The order subsequently issued probably justi- 
fied such fears as it prescribed the pay and other scales more or less 
obtaining in the Central Government. As these scales were much lower 
than those enjoyed by bulk of the employees prior to nationalisation, 
the ordexv gave rise to immediate conflict. The employees organised 
themselves and launched agitations all over the country culminating 
in a token strike on December 5, 1956. Some of the provisions of the 
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Life Insurance Corporation Act were successfully challenged in a writ 
petition. For the first time in the history of insurance, the management 
had to contend with an organised agitation of over 25,000 employees 
spread over different parts of the country. Fortunately, there was no 
occasion for a trial of strength and through collective bargaining the 
matters were resolved amicably, leading to the promulgation by the 
Central Government of an order in 1957 which, later, ca, pie to be 
described as the standardisation order prescribing uniform scales of 
pay for all employees in the Corporation regardless of their place of 
posting. 

The main feature of the order aimed at securing uniformity at all 
levels was considered to be satisfactory even by the employees who 
were enjoying higher scales of pay prior to nationalisation and the 
order ensured a rise in his remuneration for every employee. 

The implementation of the order posed its own problems inas- 
much as the employees from as many as 245 companfiye^ith different 
terms and conditions of service, different designations, and different 
organisational set-up had to be categorised. To assess objectively the 
merit of each case and determine their status was a Herculean task 
which was completed satisfactorily. 

The employees submitted a charter of demands in 1 960 claiming, 
inter alia revision of scales of pay and automatic increase in dearness 
allowance linked with the cost of living index. This gave both the 
Corporation and the unions an opportunity to set a new trend in the 
sphere of employer-employee relations through collective bargaining 
to solve the problems. 

The real point of difference of opinion was in the matter of the pat- 
tern of dearness allowance that was claimed. As the Corporation felt 
that it would not be proper for a public sector undertaking to 
adopt a pattern of dearness allowance obtaining in private sector, it 
resisted this demand which led to unrest among the employees who 
organised demonstrations in 1962 to force the issue. At about this time, 
an award was given in the banking industry linking dearness allow- 
ance with the cost of living index. This was followed by 3. separate 
award in the case of the Reserve Bank employees where also automatic 
linking of D.A. was provided for. These awards made it difficult for 
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the Corporation to adhere to its stand and, finally, it reached a settle- 
ment in 1963 providing for an increase of 25 per cent in wages and also 
automatic revision in D.A. This settlement recognised the salutary 
principle that a public sector undertaking like the L.I.C., which is 
required to function on business principle, had to adopt a wage struc- 
ture obtaining in commercial organisations and not the one applicable 
to gove rnm ent servants. It helped to establish cordial employer- 
employee relations and instilled confidence in the employees that they 
could look upon the Corporation to solve their problems through bi- 
partite negotiations. This was followed by a settlement in 1965 granting 
temporary increase in dearness allowance to compensate for the 
“defective pattern of the cost of living index.” In addition, for the first 
time, medical facilities to all Class III and IV employees came to be 
given in the form of a cash payment every year. 

The period between 1956 and 1965 witnessed cordial industrial 
relations in S*vCorporation. During this period, there were no stop- 
pages of work, no go-slow, no gheraos, no work-to-rule except for a 
token strike on December 5, 1956. The total man-hours lost during 
this period of ten years was only 15,000. Two things intervened to 
make these relations sour — the first was the issue of automation and 
the second the inflationary spiral which coincided with the expiry, in 
1966, of the earlier settlement. 

The Corporation took a decision, some time in 1 964, to instal com- 
puters in its offices in Bombay and Calcutta with the confidence that 
it would be in a position to satisfy all the conditions laid down under 
the Model Agreement to guide employers in regard to rationalisation 
evolved by the 15th session of the Indian Labour Conference viz. there 
would be no retrenchment, no loss of earnings of the existing employees, 
no increase in work-load and there would be equitable sharing of 
benefit of rationalisation as between the community, the employer and 
the worker. Solemn assurances were given to the employees both by 
the Corporation and the government. The experience of the computer 
in Bombay had shown that installation of computers had not led to any 
displacement of personnel necessitating retrenchment. In spite of 
the above the employees had different views. They had fears that 
automation would lead to large scale retrenchment and the unions 
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embarked upon a campaign to scrap automation from the L.I.C. and, 
towards this end, joined hands with other labour interests. The em- 
ployees organised demonstrations and also adopted other forms of 
action such as work-to-rule, go-slow, etc. 

While the opposition to automation gathered momentum after the 
computer was installed in the Bombay office of the Corporation, all 
the skill, energy and strategy was employed to prevent th^installation 
of the computer in Calcutta. The employees laid a “seige” at the build- 
ing where the computer was proposed to be installed in Calcutta. Not 
only the L.I.C. employees guarded the premises, workers of other indus- 
tries also gave a helping hand. There was a token strike on November 
25, 1966 followed by another on July 25, 1967. In the heat generated 
by the agitation, the issues could not be examined on merits. In the 
climate prevailing, the Corporation was left with no other alternative 
but to give up the idea of installing a computer in Calcutta. 

The second issue which disturbed the cordial inchsffrial relations 
arose out of the demands of the employees for revision of terms. The 
settlement of 1963 had expired in December 1966. The Association 
which represented the majority of the employees demanded under its 
charter of demands wage structure based on “need based minimum” 
involving an additional expenditure of about Rs. 55 crores per annum. 
The management was not financially in a position to look on these 
demands with equanimity. Already the frequent revisions of dearness 
allowances involved an additional expenditure of Rs. 6 crores. The 
Corporation had also to grant increases in remuneration to Class II 
and I employees also. All these additional expenditure imposed a 
serious strain on the finances of the Corporation. The renewal expense 
ratio which had reached the lowest figure of 1 2 . 42 % in 1961 rose to 
15.91 % in 1966-67. The ratio was beyond the statutorily permissible 
limit of 15%. The Corporation had also to recognise the limitation of 
life insurance business to meet the additional financial commitments. 
The premium rates of the Corporation were fixed on a long term basis 
and it was not legally open for the Corporation to revise the contracts. 
Even in respect of new contracts its scope to increase the; premium 
rates was severely limited. There was a tremendous pressure develop- 
ing against the Corporation for reduction in the premium rates in 
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view of favourable mortality experience and the higher yield on invest- 
ments recorded by the Corporation. In these circumstances the Cor- 
poration could not agree to revise substantially the existing wage 
structure. However, it was willing to incur additional expenditure for 
wage revision to a reasonable extent. 

The arguments, however sound they may be, could not be sold to 
the empl oye es. Rejecting the offer of the management the employees 
organised a powerful movement throughout the country in support of 
their demands coupled with the issue of automation. The programme 
included demonstrations, work-to-rule, mass delegations and go-slow 
leading at certain centres to activities like gheraos and violent demons- 
trations etc. During the period 1966-68 as many as 91,000 man-hours 
were lost on account of token strikes. Other forms of action led to 
disruptien of office work and indiscipline. Questions were raised in 
Parliament. The policyholders began to complain about the lack of 
satisfactory STJ'sice. The Government of India intervened and ap- 
pointed a Conciliation Officer. The gap between the expectations and 
offers was very wide and the conciliation proceedings failed. The 
employees decided to go on an indefinite strike from December 5, 1 968 
in the absence of any prospect of an amicable settlement. The Govern- 
ment of India again intervened and referred the matter for adjudica- 
tion by a National Industrial Tribunal. Though the reference was not 
received with equanimity by the employees, they took all steps to prove 
their case for revision of scales of pay, etc., before the N.I.T. while still 
exploring for opportunities for settling the issues through bipartite talks. 

At the time when the proceedings before the N.I.T. had reached 
an advanced stage a change took place in the chairmanship of the 
Corporation. Shri T. A. Pai, who assumed office as chairman, 
appealed to all the employees to settle their problems through bipartite 
talks to which they readily responded. The negotiations that followed 
culminated in the settlement dated 20th June 1970 providing for a 
revision of pay scales, allowances, etc., involving an additional expen- 
diture of Rs. 5 crores per annum. The settlement provided for neces- 
sary ingredients which would make it possible to usher in a period of 
harmonious relations. For this purpose, they took a pledge for creating 
a proper atmosphere. 
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The management believes that a contented group of employees 
dedicated to the objectives of the Corporation is its strongest asset. It 
believes that such employees will identify their interest with those of 
the Corporation and readily accept the challenge thrown up by the 
agreement and willingly do everything possible to absorb the financial 
burden which the settlements entail by increasing new business and 
productivity. 

In 1 964 the Corporation had entered into a 5-year agreement with 
the National Federation of Insurance Field Workers of India with 
effect from January 1, 1963. This agreement covered revision of salary 
scales, dearness allowance, conveyance allowance, etc. of develop- 
ment officers as the field officers were then agreed to be called. The 
Corporation had schemes of incentives for good performance of 
development officers and these schemes were suitably modified from 
time to time in the light of the experience gained. Further negotiations 
were carried on between the Corporation and the Nal^gsia] Federation 
in 1967-68. As the negotiations did not result into a mutually accept- 
able settlement, a joint reference by the Corporation and the Federa- 
tion on all issues was made to the Central Government. The decision 
of the government given in February 1969 was implemented. The 
Corporation also tried to bring about a negotiated settlement with the 
Federation on the issue of work- norms but no agreement could be 
arrived at. In view of this, the Corporation had no alternative but to 
fix the work norms. The National Federation thereafter started an 
agitational approach against these work-norms. Fresh negotiations were 
held early in 1970 with the National Federation and the work-norms 
were held in abeyance for further negotiation; however, the rest of 
the issues, including those relating to pay scales, etc., were settled 
amicably. 

A settlement was arrived at with the Federation of Class I Officers 
in July 1965, providing for revision of scales of pay and allowances of 
Class I Officers with retrospective effect from April 1, 1964. A further 
settlement was arrived at in September 1968 covering several issues 
and in 1 970 another revision of pay scales has been effected, as a result 
of negotiations with the Federation. With this settlement the rate of 
bonus for Class I Officers was also brought in line with the rate of 
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bonus for Class III and IV employees, subject to a ceiling. 

Apart from these specific negotiations there is a statutory provision 
for Employees’ and Agents’ Relations Committees for every zone. 
These committees meet periodically and discuss all matters of 
common interest. The consensus of opinion at such meetings is taken 
into account while deciding steps on any relevant issue. 

At thejaeginning of 1957 itself the Corporation Employees’ Insur- 
ance Scheme was introduced under which the employees were allowed 
reduction to the extent of 10% in insurance premium on their own life 
policies. In 1958 the Corporation also approved grant of special in- 
crements to Class III employees of the Corporation passing certain 
insurance examinations and the scheme has been continued with suit- 
able modifications as and when called for. The Corporation has 
evolved a comprehensive scheme of housing for its employees. Apart 
from staff quarters built at various centres, the Corporation has 
also allowed""Saps to the employees’ co-operative housing societies. 
One hundred such co-operative societies consisting of 3,765 em- 
ployees have taken advantage of this scheme so far. As a result of the 
same many Corporation employees have decent residential accom- 
modation and in many cases beautiful houses of their own at compar- 
atively low cost. 

For All Round Improvement 

For proper appreciation of their work and for more effective service to 
the policyholders, a comprehensive training programme for the staff 
was undertaken by the Corporation. Experienced officers at the Ad- 
ministrative Training Centres at divisional headquarters trained the 
clerical assistants. As for officers, a training college was opened in 
Nagpur in i960 where officers upto the cadre of Assistant Senior Officer, 
later designated as Administrative Officer and newly recruited Junior 
Officers, now designated Assistant Administrative Officers, underwent 
thorough training. The superintendents are also given training at this 
college. The college has been recently shifted to the specially built 
premises af Borivli, Bombay. An important contribution of the College 
has been training of officers from foreign countries. Since 1 959 Officers 
at higher levels, have been attending the Administrative Staff College 
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at Hyderabad of which the Corporation is a member. Apart from such 
regular training, seminars and conferences are held at different levels 
to facilitate exchange of ideas by discussions, reading of papers, talks, 
etc. In September i960, a three man delegation of the Corporation 
consisting of Sarvashri S. D. Srinivasan, Managing Director, J. T. 
Ranadive, Actuary, and R. M. Mehta, Secretary (Personnel) left for 
U.S.A. on a study tour under the T.C.M. scheme to stu^yythe latest 
trends in life insurance field. On its return, the study team submitted 
an exhaustive report containing the main features of American insur- 
ance practices in the different fields and various recommendations 
were made for adoption. 

Under the tender care of Shri D. P. Guzdar, Executive Director 
(Accounts), sports came to occupy a significant place in the Corpora- 
tion’s extra-official activities. Regular athletic meets have been held 
from year to year starting from the branch level and, ultimately, at 
All India level. These meets have been conducted at^gSSHent centres 
in the country in turn enabling the employees to get an opportunity to 
mix with their counterparts in other regions. All India tournaments 
have also been conducted in respect of games like badminton, chess 
and table tennis. 

Organisation 

As has been mentioned earlier, the Corporation inherited over 27,000 
Class III and IV employees and over 5,000 Development Officers. As 
at the end of 1958 there were 22,994 Class III employees and 4,920 
Sub-staff and 4,830 Development Officers. At this time the Class I 
Officers numbered 1,432. There was a rapid recruitment in the Class 
III and IV cadres during the initial few years due to the setting up of 
a large number of offices and the increasing volume of business. When 
the Corporation’s business as well as activities settled down the rate of 
additions was naturally checked. Even then the Class III strength in- 
creased from 31,624 as at March 31, 1964 to 33,560 as at March 31, 
1970. The corresponding increase in the sub-staff strength has been 
from 6,442 to 6,949. The number of officers also rose from 2,751 to 
2,991 in the same period. Earlier, the number of officers had gone up 
because of setting up of a large number of branches and recruitment 
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of Assistant Administrative Officers through direct recruitment and 
promotion from Class III employees. 

The figures of agents on roll showed wide fluctuations. The number 
had reached 2,30,000 by the end of 1957. However, due to the weed- 
ing out process in the following two years and the option given to the 
agents, the number came down to 1,40,000 by the end of 1959. Then it 
steadily s«se.to 1,74,000 by March 1964 and there has been again conti- 
nuous but slow decrease due to the tightening of agency conditions and 
the number stood at 1,46,949 in March 1970. The agency organisation 
seems to have well stabilised. There was also a similar stabilisation 
from 1964 in the development officers’ strength at little over 
8,000 as new recruitment has been moderate. Earlier, there was rapid 
expansion of this cadre with the setting up of new offices in rural areas. 

A special feature in the Corporation’s field organisation was the 
setting up of Ladies’ Units at Calcutta and Bombay. Not only the units 
are controllecT^v a lady officer but the administrative staff as well as 
agents attached to these units are all women. 

The Corporation entered the field of General Insurance in April 
1964. For some time past the L.I.C. had felt the need to offer complete 
insurance service because of the growing awareness and demand from 
the policyholders for various types of General insurance cover. No 
doubt the Corporation had a subsidiary, the Oriental Fire and General, 
but the latter has been finding it difficult to make good use of the field 
force that the Corporation had, because the two institutions were 
different entities. The setting up of a General Insurance Department 
•in the L.I.C. enabled the Corporation to offer to its policyholders and 
the public a vast net-work to render integrated service in the field of 
insurance. In 1966 the Government of India decided that the L.I.C. 
must handle all Government and public sector business. Thereafter 
the Corporation has made rapid strides in this field also. In the year 
1969-70 it secured a gross direct premium of Rs. 18.04 crores in this 
department. As a result of an understanding reached between the 
L.I.C. and Ingosstrakh — the Soviet insurance organisation — a joint 
bureau was set up in 1967 to handle all enquiries relating to insurance 
needs arising out of inter-governmental agreements between India 
and U.S.S.R. Besides, the bureau quotes premium rates and arranges 
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for issue of policies by the respective insurers and joint surveys in 
respect of claims. 

The third Valuation Report of the Corporation contained a unique 
feature. Besides giving the results of the valuation, the actuaries, 
Sarvashri V. H. Vora and D. D. Markan had incorporated in it the 
result of the investigations of mortality of the Indian assured lives 
during the year 1961. ShriD. D. Markan, Chief Actuary ofthg L.I.C., 
also published in 1 969 a paper on the Mortality of Indian Assured lives 
1961-64 for which the Messenger & Brown prize of £50 was awarded 
to him by the Institute of Actuaries, London. This happened to 
be the only major investigation undertaken after Oriental 1925-35 
investigations. 

The government and the parliament have been reviewing the 
progress of the Corporation from time to time. Different committees 
were also appointed to go into the problems of the set-up and expenses 
of the Corporation. The Estimates Committees and the^^efhmittees on 
Public Undertakings of the Lok Sabha examined the working of the 
Corporation and so did the Informal Consultative Committee of 
Parliament for the Ministry of Finance. In 1967 the Government set 
up a Committee, with Shri R. R. Morarka as Chairman, to go into 
the question of expenses of management of the Corporation. The other 
members of the Committee were Shri Ravindra Varma, Professor 
G. S. Diwan and Shri M. J. Rao. The Administrative Reforms 
Commission appointed by the Government of India had constituted 
a working group to examine the organisation and working of the 
Corporation and to make suitable recommendations for improvement 
of business, service to policyholders, etc. The chairman of the group 
was Shri Tenneti Vishwanatham, M.P., other members being Shri 
B. V. Narayana Reddi, Shri Randhir Singh Choudhary, M.P. and 
Shri B. K. Shah. The working group reported in December 1968 and 
the Morarka Committee submitted its report on April 30, 1969. 

In National Life 

The Life Insurance Corporation being a national institutipn has al- 
ways been alive to the cause of the nation and the role played by it 
and its employees during the Chinese and Pakistani aggressions has 
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been most commendable. There is no gainsaying the fact that those 
belonging to the L.I.C. had risen to a man to the call of the nation and 
had contributed in various ways to the country’s efforts to mobilise re- 
sources to oust the aggressor on the northern border. As an important 
source of accumulating savings, the L.I.G. continued its operations in 
that direction undaunted by the difficulties. Thus it initially invested 
Rs. 5 crores in National Defence Bonds — a significant contribution 
which came from the savings of the policyholders. It offered various 
concessions to the defence services personnel. A special advertisement 
campaign was undertaken in connection with the role which the 
Corporation was playing in defence efforts. There was also a special 
press campaign, supported by publicity literature, when compulsory 
deposit scheme was announced. At the time of Pakistani aggression the 
men arid women of the L.I.C. were not one whit behind in their 
willingness to toil and make sacrifices. Spontaneously they requested 
that deducWw^be made as defence contribution of a percentage from 
their salaries while the emergency lasted. A few L.I.C. men joined the 
defence services by obtaining emergency commissions. Hundreds of 
employees donated blood. The L.I.C. also took precautionary mea- 
sures by setting up zonal and divisional councils and training in civil 
defence, A.R.P. and first aid was taken vigorously in hand. The 
personnel of Corporation’s offices in the areas affected by the hosti- 
lities stayed steadfastly at their post doing their duty in the field, in 
the office and in civil defence. The L.I.C. also participated in a couple 
of defence savings cricket matches sponsored jointly with Small 
Savings Department of the Maharashtra State Government. The 
house magazines of different offices of L.I.C. for the period are full of 
details about participation by the L.I.C. and its staff in defence efforts. 

The Corporation also came forward in cases of natural calamities 
like the flood havocs and earthquake etc. to offer special concessions 
to the policyholders affected by such disasters. 

Towards social welfare 

In his message dated August 25, 1956 at the time of the inauguration 
of the Corporation Dr. Sarvapalli Radhakrishnan, Vice President 
of India hoped: “The Corporation will work for the ideal of a welfare 
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society inspiring confidence in the people and assisting the Govern- 
ment to carry out its plan for the economic well-being of out country.” 
The powerful means through which the Corporation was expected to 
carry out these hopes was through its investment policy. Apart from 
augmenting the Government’s resources, to a sizable extent, for financ- 
ing development plans through its investments in Central Government 
and State Government securities, the Corporation has been chan- 
nelising its funds in activities which promote welfare of the community. 
The Corporation’s contribution to the solution of an important pro- 
blem — the housing problem — directly and through assistance to state 
governments and apex co-operative housing societies etc. has been 
referred to elsewhere. It has also contributed, in a large measure, to 
the spreading of electricity to the rural areas for energizing tubewells, 
pumpsets. State Electricity Boards of as many as 15 States have re- 
ceived from L I.C. financial assistance to the tune of Rs. 183 crores 
(outstanding as at March 31, 1970). The agriculturaljsgctor has also 
been assisted to a large extent through investments in debentures of 
land mortgage banks, shares and bonds of Agricultural Refinance 
Corporation and Central Warehousing Corporation. 

Another important sphere wherein Corporation’s investments have 
directly helped the public at large is its assistance to municipalities all 
over India for providing protected water supply and also for drainage 
schemes. While consciously directing its investments for assisting 
schemes of social welfare, consistent with the interests of the policy- 
holders, industrial development has also been helped through the 
investment in private sector. 

An interesting example of how the insurance provision came to the 
help of another industry in the past was cited at the time of Dadasaheb 
Phalke’s birth centenary. Late Shri Phalke, who was the father of the 
Indian film industry, was exploring the possibility of producing a film 
on the life of Lord Krishna but his immediate problem was to find 
resources for such an enterprise. At that stage, his life insurance policy 
came to his rescue as he could raise a loan of Rs. 10,000 on it. Thus the 
insurance industry had been instrumental in providing initial finance to 
the film industry in the country. By fortuitous coincidence the centenary 
of both Indian life assurance and Shri Phalke fall in the current year. 
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As a gesture of reverence to prominent centenarians, the Corpora- 
tion also presented claim cheques in respect of their Whole Life Assu- 
rance policies to Maharshi Annasaheb Karve and Dr. Moropant V. 
Joshi on their iooth birthdays. 

The Leaders 

The success of nationalisation was inherent in the exceptional manner 
in which tue birth of the new Corporation was conceived. Shri H. M. 
Patel, Principal Finance Secretary spared neither time nor effort to 
ensure that he and his corps of lieutenants give the institution an orga- 
nisational structure whose foundations were so strong that it would take 
care of vast expansion. Shortly after the Corporation was set up 
Shri H. M. Patel, who was the first Chairman of the Corporation, let 
the responsibilities gradually pass on to Shri G. R. Kamat who came 
as Deputy Chairman to the Corporation after a rich and varied ex- 
perience inJQdhi and Washington. Shri Kamat took over as the second 
Chairman of me Corporation from 5th June, 1957. He was succeeded 
by Shri P. A. Gopalkrishnan, I.C.S., who assumed charge as the 
Chairman on 10th April, 1958. A senior civilian, who had handled 
with distinction the Finance and Food portfolios for the Government 
of Uttar Pradesh and the Government of India, Shri Gopalkrishnan 
brought to the Corporation a varied and rich experience which en- 
abled him to tackle many urgent problems the life insurance industry 
faced at that stage. His period saw spectacular rise in the business of 
the Corporation. 

Shri B. K. Kaul, I.C.S., stepped into the shoes of Shri Gopal- 
krishnan from the 1st March, 1962. Having joined the I.C.S. in 1940, 
Shri Kaul came to the L.I.C. from the Ministry of Finance. He was 
associated with the Corporation and its subsidiaries even earlier both 
as joint secretary in charge as well as a member of the Corporation. 
He left the charge as Chairman at the end of February 1965 and within 
a couple of months came the sad and shocking news of his demise. The 
fifth Chairman of the L.I.C. was Shri B. D. Pande, I.C.S. who took 
over charge on the 2nd March, 1965. Shri Bhairab Dutt Pande had 
held several key positions with the Government of Bihar for 1 2 years 
upto i960 and thereafter he was on deputation to the Government of 
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India in different ministries. Prior to his joining as the chief of L.I.C. 
he was the additional secretary in the Ministry of Finance. He re- 
mained at the helm of affairs upto 5th January 1967. 

Shri M. R. Bhide, joined as chairman from the 12th January, 
1967. During his 32 years’ career in the Indian Civil Service from 
which he had retired 3 years earlier and then as deputy governor of 
Reserve Bank of India, Shri Bhide had been associated with^matters 
relating to agricultural finance, credit and co-operative banks. He 
was also greatly interested in sports and was a Ranji Trophy player. 
His tenure with the L.I.C. lasted upto 19th February 1970. The 
present chairman of the L.I.C. Shri T. A. Pai, the first non-I.C.S. 
chairman took over on March 2, 1970 at the young age of 48. He was 
earlier associated with the Syndicate Bank as General Manager and 
later as its Chairman. He was also the first honorary chairman of 
the Food Corporation of India. Shri Pai has introduced a fresh ap- 
proach and progressive ideas in the handling of the ^rporation’s 
affairs. 

The architects of the nationalisation of the industry included one 
of its first managing directors, Shri A. Rajagopalan. The lure of 
actuarial profession attracted him after graduation. With the object 
of aquiring practical experience he joined the ‘Oriental’. His sojourn 
in the ‘Oriental’ was short-lived as he left the company to join the 
Government of India as assistant actuary. He carved out for himself 
an illustrious career in government service. With the creation of the 
Department of Insurance, he became the Assistant Superintendent of 
Insurance and was promoted as Controller of Insurance in 1951. It 
was Shri Rajagopalan who prepared the ground for nationalisation 
and with his thorough and detailed knowledge of the industry he 
provided the custodians during the interim period with invaluable 
guidance. As managing director of the Corporation he handled the 
personnel and actuarial portfolios. He was truly a pillar of strength to 
the Corporation. In 1961 he proceeded to Ceylon on deputation under 
the Colombo Plan to advise the Government of Ceylon who had then 
nationalised their life insurance industry. 

Early in 1959, Shri S. D. Srinivasan was made acting*managing 
director (Development) and he handled the affairs of the Corporation 
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after the exit of Shri Vaidyanathan and Shri Rajagopalan. He was 
designated as M.D. (I) when Shri K. R. Srinivasan joined him as 
managing director (II) with effect from ist November 1965- Shri 
K. R. Srinivasan retired in 1967 as M.D. (II) and Investment Chief 
of the L.I.C. after rendering 35 years of yeoman service to the industry. 
A man who never spared himseif and to whom work was worship, he 
desired „gqual devotion to duty from all who worked with him. At a 
farewell function to him, he was described as a ‘Karmayogi’. He was 
instrumental, tvith the help of his colleagues, in shaping and in pion- 
eering the investment policy of the Corporation. 

Shri N. V. Nayudu was made Managing Director (II) with effect 
from August 1967 and he was designated as Managing Director (I) in 
place of Shri S. D. Srinivasan who proceeded on leave preparatory to 
retirement from January 15, 1970. Shri V. H. Vora was made Manag- 
ing Director (II) with effect from January 16, 1970. 

And Thus 

At the end of hundred years the Indian life insurance business, having 
been revitalized by nationalisation, is on the threshold of its youth; 
and it shall bloom so long as the necessity for every prudent individual 
to make his own provision for his family dependents remains in- 
escapable. Probably, at some future date under a system of ‘National 
Insurance’ under which employment will be guaranteed to every 
citizen in accordance with his training, taste or temperament and 
where no one would be a parasite and no one would be out of work 
and further where the state shall provide against all normal contin- 
gencies of life for human being, there would, perhaps, be no need to 
provide for what is probably the largest single branch of insurance 
business, namely life insurance. In the meantime, the Life Insurance 
Corporation, in its own way, shoulders the great responsibility of 
providing against want. 

In the words of President Rajendra Prasad : “It is an experiment 

on a colossal scale in a new field and will demand the best that 

all employed in it can offer to make it successful.” For this destined task, 
on the occasion of this centenary, the L.I.C. re-dedicates itself to the 
service of the nation and its people. 
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APPENDIX I 


‘YOGAKSHEMA’ IN ANCIENT INDIAN THOUGHT 


Rigveda, the most sacred book of India dates back to 4000 B.C. 
It contains references to the concept of ‘Yogakshema’ more or less 
akin to the well-being and security of the people. Although the 
sublime hymns of the Rigveda confine the use of this term in eulogy 
of Vedic gods, they clearly lead to establish the fact that the Vedic 
thinkers knew- about and sang of the benevolence contained in these 
words and that the idea has been vivifying the Indian thinking since 
ancient times. 

There is a metaphoric use of these words in an invocation of 
Lord Indra, who occupied the most coveted place among the Rigvedic 
Gods and who is thus imbued with the stupendous embellishments 
including that of Yogakshema. 

for fsr «rf«retrr Imiw i 

ffjft ynftre f®* I**; 11 

“Indra, the ruler of heaven and earth, water and mountains, 
growth and wisdom, is the proper deity to make offerings for (and 
seek) Kshema and Yoga” (10 : 89 : 10). 

A hymn about the God also incorporates the idea of 

Yogakshema in the following manner. 

* atrerram wtwew art eft 1 

V « CV ** 

-zszs W'PTf^foFnR^wenPTfor 11 


“(To the enemies) I have proved myself superior by taking over 
your Yogakshema and here I am now right on your top 1 You may 
shout (being trampled) under my feet like the frogs croaking through 
water. Yes, just like that”. (10 : 166 : 5) 
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Yogakshema also appears in the hymn relating to the God of 
rain* and Water, Varuna : 

5T 5t> 3W§ JJjtf orr?r f-sferfa: fRt »T: II 

“Oh God Varuna, full of food (through Ahutis), I am offering 
this hymn to you with a prayer to secure it in your heart. With your 
blessings may our Kshema and Yoga (be permanently protected) 
continue • undisturbed” (7 : 86 : 8). 

By about the descent of the fifth century B.C. it was no longer a 
God but the king who came to be regarded as the one beset with the 
difficult task of preserving and looking after the constant well-being 
of the people. This is vividly borne out in the statement of Yudhishtira 
to his younger brother Bhima : 

^mr^T*T%af srPwsm n 

“The Yoga apd the Kshema of the nation as also the good and 
the evil are all reposed in you. You may (when time comes) get rid 
of this colossal burden by resorting to renunciation” (Mahabharata — 
Shantiparva. 12-18). 

The assurance of Lord Krishna, the king of Dwaraka, as well as 
God to his devotees, in Bhagvadgita can also be construed as the 
willingness of the God to bear the burden of becoming an insurer 
(Yogakshemam Vahamyaham) provided his devotees pay him the 
premium of undivided devotion (Ananyaschintayanto Mam). 

Both the concepts of insurance and premium grew simultaneously 
hereafter. By about 200 B.C., the approximate date of Manusmriti, 
it was well-known that the merchants must pay charges for securing 
their goods, passing through jungles, from being robbed. Says 
Manusmriti : — ( 

if srrwstR n 

“The Trader should be made to pay (taxes or duty) taking into 
account the (rate of) purchase, the (rate of) sale, the length of the 
journey, expenses of food and incidentals (on the way) and the 
“Yogakshema” (risk and safety). (Ch. 7-127). 
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The use of the term ‘Yogakshema’, here, has been subjected to 
different interpretations. ‘Mitakshara’ on ‘Yajnavalkya’ ’deals with 
one meaning of the word : — 





<1 


“According to some, ‘Yogakshema’ means Royal Ministers and 
priests, etc., who bring about (look after) the welfare of the people.” 

(11-.9). _ 

An alternative explanation is that the term means, “wealth 
gained by a learned Brahmin resorting to the service of the rich man 
for his maintenance.” This is found in ‘Smritichandrika’ of Devanna- 
bhatta (II-277) 


iwrciw *it i 

fTSWffif S5TO: IT qmsr II 

“Vivadratnakara” of Candeswara also provides for a Aual version 
of the meaning of the term Yogakshema : 

!TbT#Pf fqtr^T IT3Tfl?T^T3nT^TMT JJSTOT: j 

e O 0 

TtWt #sr: 1 1 

“Prakasa is of the opinion that Yogakshema represents the here- 
ditary grants or annuity received from the rulers whereas Halayudha 
maintains that the term refers to the means of achievement (of liveli- 
hood) such as boats, etc., or the means of protection (of what has been 
achieved) such as the forts, etc.”. (P. 504). 

It is apparent from these different versions and various quotations 
that the ancient Indians did consider the ways and means of securing 
wealth and its protection and also dealt with corresponding obligations 
and liabilities of the ruler and the ruled. This indicates some sort of 
state insurance though the idea of coming together voluntarily for 
providing financial security seems to have been absent. 
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APPENDIX II 


COMPANIES & FUNDS BEFORE 1870 




Established 

Tear of Exit 

Companies Formed in India % 



1 . Christian Mutual 


1847 


2. Tinnevelley 


1849 


3. Bengal Christian Family Pension Fund 


1852 


4. Agra 


not known 

» 833 

5. Oriental Life Assurance Co. 


1818 

CO 

CO 

6. Bombay Life Assurance Co. 


co 

a 

CO 

not known 

7. Madras Equitable 


1829 

1921 

8. Madras Widows & Orphans Fund 


1833 

1926 



Commencement of 
business in India 

Tear of Exit 

Foreign Companies 



9. Royal Insurance 


i860 


10. North British and Mercantile 


'■'t* 

CD 

CO 


11. Family Endowment 


1835 

1861 

12. Universal Life Assurance Co. 


1840 

1901 

13. Colonial Life 


% 

00 

1866 

14. Standard Life Assurance 


% 

CO 

1938 

15. Medical Invalid and General 


o> 

CO 

i860 

16. Liverpool, London and Globe 


1853 

1939 

17. Albert Life 


i860 

1869 

18. London Assurance Corporation 


1864 

1 9 1 3 

19. European Life 


not known 

1869 

20. Indian Laudable 


not known 

nn 

CO 

CO 

SUMMARY 



Established 

Exit 

Exit After Total 

In existence 

(Between 1818-1870) 

1870 Exits 

in 1956 

Indian Companies . . 8 

3 

2 5 

3 

Foreign Companies . . 12 

6 

4 10 

2 

Total 20 

9 

6 15 

5 
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Comparison of Actual with Computed Mortality from the beginning of the Office of the 



Ratios 152 100 86 100 121 









Classification of Mortality Rates of the Oriental Government 
1 Security Life Assurance Company Ltd., from inception 
in 1874 to 31st December, 1891. 


Number of 
Deaths 


Estimated Number 
according to Hm 
Table m England 


Europeans . . 

147 

97 

Eurasians . . 

66 

76 

Natives 

566 

469 


779 

642 


The results now deduced substantially corroborate my oft-repeated 
assertions, V&th perhaps much greater force than ever, that selected 
Native Lives in fndia, notwithstanding that many of them are accus- 
tomed to opium-taking, in moderate quantities, are as good as English 
Lives in India. While English Lives in India have experienced 52 
per cent greater mortality than what is looked for in England, the 
aggregate Indian Lives have suffered only 16 per cent greater mor- 
tality. In other words, the Native Lives have experienced much 
lighter mortality than English assured lives in India. 

(Taken from the Booklet Life Assurance in India, its Origin and Development 
by D. M. Slater, F.I.A.) 
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APPENDIX IV 



MORTALITY OF INDIAN LIVES 

Table Showing Progressive Improvement 

# — 



Expected No. of Deaths* 


Expectation of Life 





Assured Lives 

All India Census 


Oriental 

L.I.C. 

Oriental 

L.I.C. 

[Males) 

Age 

{1925-35) 

(1961-6 4) 

{1925-35) 

(1961-64) 

(1941-50) 

(1951-6 0) 

20 . . 

. . 420 

100 

42. 10 

52-57 

33-03 

, 36-99 

25 

. . 428 

100 

37-94 

47.82 

29.78 

32.98 

30 •• 

• • 465 

107 

33-73 

43-05 

26.58 _ 

29.03 

35 ** 

• • 552 ■ 

144 

29-52 

38 29 

2 , 3.50 

25-33 

4 ° 

.. 768 

231 

25-37 

33-61 

20.53 

22.07 

45 ■ • 

.. 1176 

390 

21.44 

29-05 

17.63 

19-15 

50 . . 

. . 1864 

659 

17.84 

24.70 

14.89 

16.45 

55 • • 

.. 2903 

1094 

14.67 

20.63 

12.39 

13-98 

60 . . 

.. 4285 

1784 

”•97 

16.88 

10.13 

11.77 

65 .. 

.. 6039 

2854 

9 - 7 » 

13-54 

8.l8 

9 81 


* The figures are the number of deaths expected at each age , in one year, out of 100,000 lives living at that 

age according to the mortality table indicated. 
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APPENDIX V 


INSURANCE BUSINESS IN INDIA— 1914 to 1969-70 




New Business 

Total Business 

in force 

Tear 


No. of 
Policies 

Amount 

No. of 

Policies 

Amount 

1914 

. . 

— 

3.20 

— 

— 

1915 


— 

2 25 

— 

' — 

1916 


— 

1 -75 

— 

— 

1917 


— 

2.23 

— 

— 

1918 


— 

2.86 

— 

— 

1919 


— 

4.49 

— 

— 

1920 


28 

5.16 

— 

— 

1921 


29 

5-47 

— 

— 

1922 


29 

5-64 

— 

— 

1923 


32 

5-85 

— 

— 

1924 


36 

6.89 

— 

— 

1925 


43 

8.15 

— 

— 

1926 


53 

io -35 

— 

— 

1927 


67 

12.77 

— 

— 

1928 


93 

15-50 

564 

124 

1929 


143 

28.75 

656 

142 

1930 


H 5 

27.50 

717 

154 

193 1 


125 

26.66 

714 

168 

!932 


i 39 

27.66 

774 

178 

1933 


183 

33-00 

867 

*93 

1934 


215 

38.00 

987 

2*5 

1935 


239 

43.50 

I0 95 

2 35 

1936 


273 

46-75 

1261 

261 

1937 


294 

48.66 

i 37 i 

277 

1938 


322 

51.70 

1516 

298 

' 1939 


300 

46 62 

1497 

272 

1940 


206 

36 11 

340 

1553 

286 




Mew Business 

Total Business 

in force t 

Tear 

Mo. of 
Policies 

Amount 

No. of 

Policies 

Amount 

I 94 I 

200 

39 - 5 1 

!592 

292 

1942 

178 

42 83 

1661’ 

323 

1943 

296 

72 12 

1821 

369 

1944 

45 1 

108.90 

2127 

•454 

1945 

599 

136 30 

2592 

557 

1946 

617 

153 80 

2797 

651 

1947 

544 

139 60 

2936 

706 

1948 

486 

134 60 

3025 

724 

1949 

544 

142.20 

33°3 

765 

1950 

498 

139 - 5 ° 

3280 

780 

* 95 * 

474 

147.90 

34 H 

-873 

1952 

534 

146.70 

3925 

922 

1953 

558 

i 55 - 20 

4°79 

966 

1954 

773 

255-25 

4782 

1177 

1955 

831 

260 . 84 

4782 

1220 

1956 

567 

200.28 

— 

— 

I 957 

795 

281 .90 

5683 

*473 

1958 

936 

343-87 

6234 

1682 

1959 

1123 

427. 16 

6929 

1958 

i960 

1234 

495-72 

77 1 3 

2285 

1961 

1470 

608 . 82 

8581 

2738 

1962-63 
(15 months) 

1768 

745-96 

9493 

3165 

1963-64 

1646 

702 . 76 

10328 

357 * 

1964-65 

1444 

701 .08 

10822 

3878 

1965-66 

1561 

797-79 

1*589 

4394 . 

1966-67 

1412 

770.27 

12x41 

4736 

1967-68 

1428 

844.47 

1 2759 

5240 

1968-69 

1454 

929-35 

*3453 

5725 

1969-70 

1401 

1036.08 

1 404 1 

6425 


Mote : Mo, of policies are given in thousands . The Amount is given in crores of Rupees . 
j crore = 10 million . 
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APPENDIX VI 


Comparative Growth of Net National Product with Growth of 
Life Jhasnranee In Force and Premium Income 


Year 

Net 

•National 

Product 

Current 

Prices 

Rs. 

Index 

No. 

: 

Life Insce. 

In Force 

In India 

Rs. 

Index 

No. 

Total 

Life Insce. 
Premium 
Income in 
India 

Rs. 

Index 

No. 

1950-51 

95>3°° 

100 

7=447 

100 

377 

100 

1955-56 

99,80° 

105 

11,227 

151 

530 

1 

141 

1960-61 

1,33,080 

140 

21,760 

292 

919 

244 

1965-66 

"*2,05,860 

216 

42,820 

575 

1,736 

460 

1966-67 

2,36,470 

248 

46,060 

6 x 8 

1=897 

503 

1967-68 

2,79,220 

293 

51,160 

687 

2,061 

547 

1968-69 

2,80,610 

294 

56,060 

753 

2,267 

601 

1969-70 

3,03,060 

CO 

CO 

63,030 

846 

2,523 

669 


The figures of rupees shown are in millions. 
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